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Ms. Blanca Bayo, D rector "ta Hand Delivery 
Olvtslon of Flecords and Reporting 
Florida Public Service Commission 
2540 Shumard 08)< Boulevard 
Tallahassee, Flor,da 32399·0850 

Re: Appllcat ons for Authortty to Provtde 
lnterexchange lelecommunk:at•on Serv•ce . 
Wttnio the State of Florida for Ttme Warner - ''l~_/ :.f ~,· ( - A··)'· q 
Communications and Digital Med•a Partners 77/.4?-~ -/t,S~.· ·; 

Dear Ms. Bayo: 

EncJosed for filing and attachment to the above-descnbed apphrat•ons, wh•ch were 
flied Monday. October 20. 1997. please ftnd twelve copies of Exhtblt A Please date· 
stamp the copy of this letter to Indicate that the ong•ral was fileCJ and r£•urn to me 

If you have any questions regarding thrs manor. please feel fr~e to contact me 
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CHAIRMAN'S MESSAGE 

ORJGtNAL 
~//.31J - TI 

7ime h t.Jrner 1.-. umquely pm.mmh.:d to reap the ht•nt:.fits c~f thf: lc:lt·cmmmtm,·c.liwn.'i 
rewJilllum and '+i'orlcht·,de de.maml.for .wfiware. 

A WO~I 0 OF CHANQE 
11ut g/oha/J:atwn. t?f commc:re-·e mrJ the wxdt•ratml( pm• ::r of ~.·mnmumcatum.\· 
1cclmology uri! fundamental anJ ~rre,·er.Hhlc: 

TIME INC. 
lime Inc. mt'lu I he H'(Jrlcl's prt•mtc!r c. ollc..'C'/1011 ~ ~~ puh/1.\hm~ hrwub and u~formallt•n 

franc:ht.,·e.li. 

MUSJC 
Warner Mu.,·lc ( ;~oup t.li tht• world'., ntcl\1 dn·er.,·t/tt:fl, t't'rltca/~,. mlt·~ratecl and 

profitahle mUiil(: company. 

F'ILMED ENTERTAINMENT, WARNI~R BROS 
Warner Hro.'J. ;.,. I he M'Orld'.ii joremll.'i/ produn:r ancllh.\·tr~hulor o/ ,,.}\'/(! ~. n. 
programming and home wdt.!o, 

FILMED ENTERl AINMENT: SIX FLAGS 
Stx 1·1ag'i theme parh .wart•clio new ht!IKIII.\ m /liiiii~J' c:nlt.•rlmmm•nJ 

IIBO-PR()(,RAMMING 
•l'llh qualuy progranonm~. 1111wvalll'c! marlcelml!, and u re\•Jit.Jh:ed f'l~~·-1'1' ,·m·Jrolllllt'lll. 

Home Ho:r: ( Jffict> htl douhle-dl$f.il grmt·th. 

CARLE 
J'mll! Warner ( 'ahlt' /!o the: ~:ahlc company he.ro/ po.rmmn.:clto <'11/c•r tht• m.·w· c1~,. of 
telecommunl,alum.~·. 

OTHER INVFSTMtN·t~ 
( 'ompumc.\ 111 ~•lud1 Jim£' Warna hu.\ a fmun~.·wl .\ltJ~c! 

- - ------
V1ew sections of the annual report that COlier other Timt. Warner d1\"ls1c.m~ 

• WARNER MlJSIC GROt iP 
• T f"-. 1E WAHNER. CARLE ~acc.~~r · .. T • . ~·~·: ~-, • •• E' 
• WARNER BRQS. 
•TIME INC. f h " tJ ~i £"'~ l U ~ 



•siX FLAGS 
•HBO 

Or return 10: 

• THE OFFICIAL WORD HOMEPAGE 



Dear Shareholders: 
(lud~ II. ''"''• ca.,, ••• ••• ctro 

Record Earnings 
Cable's Clear Advantagr 

Copyright Plus Distribution 

In 1994 the proliferation of new technolozies and the spread of free-market 
economic systems continued to e1pand the voradouszlobal appetite for Time 
Warner's products. In tern•s of technoloc. the cable industry is now leRdina the 
telecommunication• rnolution. chanainz forever how consumers receive 
information and entertainment. With Time Warner leadin& the eMilie industry, 
we are positioned to become a major player in deliverinz the full ranee of 
telecommunication services. 

f1 .. r 'tfiQ"It' iJ. llllifWrll fltt.tftitJitttJ ftJ Trilp ,,, 
brlh•/111 P/ llft• ltltC"fllfi,._IIIII""II"IIIU rrl'l'f,lttJII 

tUltl 1/11 wurldwitlr dtmutJ (tJr ~.,(ltHJif' N•• 

ro~t~prlil••r ··on 111411• h flrr '' 11/U' "', "' , 1'/Hrlfllll• 

n 11 tl d i • 1 r dH1 111111 ",. t" ,., t l 

Amid all these changes one thinz remains the same. The ultimate test of e\lery 
business-the measure of its stren&th and the proof of its leadershiJ.-i! 
performanee. This is where strategy is tested by reality and the validity of a 
company's vision is either confirmed or repudiated. 

For the year, Time Warner's t"ontent businesses .. Time Inc., Warner Music: 
Group, Filmed Entertainment (indudinz Warner Bros. and Sir. Flazs), and 
Home Box Office lHBO)-achieved combined double-die;it zrowth and record 
earninzs before interest, taxa, depreciation and an.ortization (t: HITUA ). Uue 
to the impact of aovernmenl rate reaulation, Time War-ner Ca~ble exJlerienced 
an overall decline, which had a nq,ative impact on our stock and the stock of 
every major cable player. Cable, however, has worked its way through the worst 
effects of re-rqulation and in the fourth quarter showed an in('rease in 
EBITDA for the first time 1ince 199J. 

The creative soul of Time Warner is most often described as residin& in our 
content or co1•yrizht businesses. These are hu&t'ly sun·essful l'flh'qtrises lhal nn 
be imitated but never duJtlicared. In franl"hise!' such B! Time, 1'..-ofJic, S1•orts 
Illustrated, Book-of-the-Month C'lub. Time-Ufe Books, Warner Bros. Records, 



•:lektra, Atlantic Records, liDO. \\'11rner Bros., l..ooney Tunes, DC Comics-the 
list is lon~:· we possess not just lucrative brands but American cull ural icons. 
They are Time Warner's alone. 

A brand's power lies in the certainty that it will deliver value day arter day, year 
after year. lathe information and entertainment industry, this certainty isn't a 
function or. standardized manuracturin& process but or hi&hly talented 
journalists and artists &ifted with the ability to reach minds and touch hearts. 
Past, present and future, thne women and m•n are the source or our success. 

The myriad acts or creation that define and distin&uish Time Warner don't take 
place in a vacuum. From the becin-nin&, this has been 11 company with a 
proround sense or the importance or controllin& distribution in &eneratin& more 
business, keepin& a larcer share or the profits and creatine products that 
increase consumers' undentandinc and enjoyment. Uistribu-tion is an essential 
part of who we are and what we do. 

Together, content and diatribution are at the center or our strategic mission: 
Time Warner is home to the world's premier journalists and l.'realive artists. 
We distribute rhe products or their minds and imacinations to the broadHi 
audience across the &lobe. This combination ofstren&lhs is reflected in our 1994 
performance. 

Record Earnings 

In publishin&, Time Inc. produced double-die;it F.BITDA e;rowth and re~ord 
results. Amon& the incredients in its success were circulation and advertisinc 
growth, impressive rate-base increases at Entertainml"l1t Weekly, Parenting, 
Cooking Licht, Martha Stewart Living, and Sports Illustrated ··or Kids, and 
ongoinc cost manacement. By any standard Time Inc. remains the industry 
leader. It is also l. ~comin& a major presence in the deveiOIJmenl {.•f sortw11re for 
new media. Already a lead inc direct marketer or books, music and video, Time 
Inc. is repackaging its copyrights for resale as CO-ROMs and through online 
services. 

"'arner Music Group's eleventh straicht record year reinrorced its l)osition as 
the world's No.I music company. Vertically intf"'rllled. in ch11re;e or its own 
manuracturinc •nd diJtribution, this is. truly&~ .bal OJJer~tlion. The (jrnup's 
non-li.S. businnses, now accountinc ror over !t0°/.- or its revenues, have a 
ten-year compound annual &rowth uce or better than 10°/u, lfere in the t l.S., 
Warner Music labels continue to hold by far the stroncest po~ition on the music 
charts. A quarter of the titles in Billboard's top--100-selline aelbumt~ for thr ye11r 
were rrom the Group'• arliatJ. The Group's roster orworldwide-5ellinc artists 
included AII-4-0ne, Anita Baker, Eric Clapaon, Green Day, luis Micuel, John 
Michael Mont·&omery, R.E.M., Stone Temple Pilots, Mariya Takeuchi and The 



J Tenors. 

Driven by the 5U("CH5 of films ~uch aa!C Interview \Vith the \'aama•ire, Maaverick~ 
The Client and l>isdosure. \Varner Bros. had its twclfih strlllil!ht yesu of record 
results. Warner Bros., howe\'t-r, i~ more than just the ~·orld's most consi~tently 
successful film studio. Warner Bros. Tele\•ision is the leadanc rre· ator of 
J•rimetime procramminc, includin& breakout hit1 •:K and ..-rienda. The 199~ 
launch of The WB Nerwork demnnstraca our commitment to build a 1•rimetime 
broadc•st outlet for our nl!W and dauic copyri&ht5. \\18 Studio Store5 are 
continuin& to open n~ outlets in Amrrica and ovenea!. War••er IJros.' 
investme:nt in • the-atrical animation butintn J•romise~ to brin& the Studio the 
1111mt level of quality and aucccn in animated fratures chat it no~· enjoy; iu 
t\'ery other· art-a or family entertainment. 

r·or 1180 and ('inemal, 199 .. "a' a chan•l•ionshit• srason. AI )'ear-end, their 
subs.criber· count was UIJ 2.3 million from 1993, thr lar~e!CC i.ncrease in ovH 11 

drcade. As well as ~-inning ne~· subscribers. uno !I('Urrd 23 CabltA('t: ,\wardl, 
far more chan its nearest coma•eticor, and four (;olden GloM Aw•rds, n•ort" 
tham any broadra1C ntcwork. IIIIO'!i ~ro~·ah comes frcm1 a numuer or f11cton. 
Multichannel HBO and ( 'int-m•u. for elamtJI~. hau· improu•d ttenetracion. 
The introduction of II UO en f.51••iiol haas re~..~hed in doublt·dilil ~ubscribu 
Krowth in a democraphk s~gmenc increaa~inK at fi~'e timrs the .:eneral rllh'. 

Our four content businetld had • yrar nf unqua~lifi~d ~un:h5. t:ach i5 
Jtosicioned for d••ublt'-dicit tro~·th 't'CII into the future. 

Cable's Clear Advantage 

Time Warnrr Cable has absorbed the a•ain of r-ate '"e-reeulation 11nd is now 
movin& beyond it. In the fourth quwttcor of this year, w~ C'lftect the cablr 
company to return to a dc)uble·digit Krowth rate and to delivrr consistent 
doublr-di&it arqwth in 1996 and beyond. l)ri\•in& that £FOWth WIIS ll htalth~' 
increas~ in suu•criben in 1994. Another key to crowth is that: ,.-a bit has wnn rhr 
race to be the first co brine brnadband. die.ital interactivity into Antt"rit·a~'lt 
homes and businrsses. This isn't 11 boad. It'' 11 sin•t•l'~ rechnolo.:ical face. 

,4\ ''l•lfll411 • """"'!! filii. o·ui,Jr 1> 111 hr 111 til~ 
lrlrp,.,;., btUIII'O '""It hrjo•rt lltr pl,,,.,r I "•II'""''• 
tJI't HI ,oJitlr 'l ..... rlfllplttHI,•III, ,,., u/11/lll II• /lcJI.t 

u,,. l V ~~~~~~ lrlrp ... ,., "" •. ,, r t "r '"''"J ,,, Jt•• fljh 1 

tllr :11 .. ,., tllr ,,.,,, ONHIIIIIflr f.ffll•ll I Nli.ltirl 1/rul 

.,,,, ttlrJ IUI'J uj tltt ,,. r11ur I 

Tbere hMS been • eood drat of ('onJu•ion 0'\l('r whirh indultr,Y·l·abtr Of' 

1ele1•hone-has the c1•ma•r-titivr advanlat&e in offuinc consunlen ttlf"tthone and 
<widro St'rvt('es. Throre shouldn't be. ('abl~ already has in tthat:e rhr ba!lit· " 'irin2 
for delh-uing programminc H"ni('t~ 111nd true vid.-o cln d~mand. t\ddina: 



telephony Co our basic cable services is a relative'y smal! step. In contrast. to 
add ~·ideo l:apacity eo their primary busines~ the phon~ companies face the 
immensely e:apenaive, time-consumin& job of brincinc broadband to lol:al 
neighborhood&. AI reaulatory barrien rail, cable will be in the telephone 
business lone before the phone companies are in cable's. 

Compared to oaher cable operators, Time Warner Cable possesses Mnother 
l:rucialstrencth: clusterinc. O"·er the yean, Time Warner's tUratee.y of 
l:oncentratin£ its systems in densely populated urban and suburban markets has 
made it far and away the best-clustered systems operator. In late 1994 and early 
1995, the cumulative impact of faJt-developinc tHhnolo£ical innovaJtions, the 
convel'lence or the cable and telephone industries and rate re-regulation 
resulred in several well-situated, demCJ&raphil:ally attral:tive cable systems 
beeomincavailable for acquisitions or joint ventures. Presented with the chance 
to stren2then our clus&en and complele our cable footprint. " ·e seized it. 

Our acreemeats to enter a joint venture with Advanl:ei'N~house and to acquire 
KBLCOM, Cablevision Industries and Summit will dramatil:ally expand our 
cable presence in New York, Florida, North Carolina, Ohio and Teus. Once the 
deals dose, our sys-tems ia thne stares will&enr over six million of our II.~ 
million subscribers, with nearly thrH--quarters of our customers in J.a 
geogra-phic .:lusters of I 00,000 or more. 

Near term. the invntmenrs in enhancing our clusten and upcrading their 
architeeture will brine immediate acce~s ton~ revenues throuch mort: reliable 
servic~thereby inl:reasinc penetration and deereasinc customer churn-and 
throu&h espanded pay-per-view and tareeted adverCisin11JackaKe~. In addition, 
for a relatively small incremental invf'stmenr, "e will enter the 
$100-billion·M-year local telephone industry, a step t•,at we will take later this 
year in Rochester, N~ York. By emphasizinc our ability tu JJackace TV and 
telephone serv;-es, we intend to co after the lOGJo of the telecommunications 
market that ccnerates so•;. of the revenues. 

Time Warner ha~ already entered the $28-billion-a·year lon&-dist•nre-access 
business. We now provide comp•nies in rweh·e I()("& lions acro~s the countr)· wich 
connection• to their lona-di•tance carriers, 111 well 111 daCII·Iranstmrt •rrvicrt~. 
Our prn.ence e~panded rapidly in this part of the trlr1•honr business in 1994, 
and we ea.pect the crowth to continue. 

Lon& term, new re,·enuc streams will come from the introduction of interactive 
services. We know that Time Warner will be both a beneficiary and a creator of 
the interactive ruture. This was made clear on Deeember 14, 1994, in Orlando, 
Florida, when Time Warner introduced thf' Full Sen·icf' ~ .. t"·orkTM (I.'SN) and 
successfully demonstrated irs C81)ability to deliver movies on denaand video 
games and home ahoppinc aen·icn. 



Copyright Plus Distribution 

Time \Varner i~ uniquely 11ositiont'd to reap the benefits of tht'­
telecommunications revolution and the worldwide dtmand for !\of~ are. 

Time Warner .\'cnit~r Mmrtlgcmcnt 

(left ttl right) Nt•rmtm Pearl,·tinc, /),, l.11gan, Regimlitl K. llruc:k, Robert W. 
Pittman. (icrald ,\(. l.e••in, Ridmn//). PQn'fl~f1 Rt~hert J. ~lnr~tmlu, RiJhert .·t. 
nuly, Jttfeplr J. C.:ollbu, Terry .... Se111el, Jeffrey 1 .. Hn•An, ic·lrael J. filclu. 

-----------------
No competitor can maUC'h the scope of our cor yri&hts and dis tribution net"'orks. 
But our leadenhi1, isn't a mauer (If coastinx on the momentum of a•ast lUfC't'ss. 

\Ve 11re 11uUina in ,,lan• a ne"' &~"ner.li•m of e"rc.·ulive htlt~nl. At ( 'or1u•nate, l)ick 
l'anmns, our new l,re~ident. and Rich Bres-sler, our ncl\ ('hid t•inMncial 
Officer, brinof executh e talent. At <.:or,.orate, Oic.'k I, arsons. uur new Pres ident, 
and Rich Bres-5ler, our new L'hicf 1-'inancial Officer, brina: de1uh, vi!<ion .and 
enthu~iasm. Our di\1isions hav~ lunr ~en ruu~ni1ed fur lhe qu.ali(y and 
shability of management. Th.t! lllll)ointments of Uon l.ogam as Time Inc. CEO 
and Norman Pearlstine iU Editor in Chid-the fir~ ' frum uutsidc the Timr & 
Life Uuildinr-add new perspective~ and •bilitie to our ,,ubli!ihin& operaliuns. 
\\ arner M.. c (;roup has a ne"'' divi 'llional h.-a~c.l uf ib U.S. opcrncions. Uou(! 
Morris, and n 

r~r.- /fllllft ,,, ... ,. tn '""'' ttlw ''l"'' '" llr ,,.. (f' 
c·u,tt>JArr• ""'" ,,,.;., "" (t~t.Ji,~ 11 ,., ,,, ,,.11 ,.,_ 

'""'' rfflrt6•1 • .,,,,, '''PIIttJn·r.••''• tttrUflttutlvr 

1'11).1 I~ It'!' If' /.f'/F IUIJIUII 1'.1 

(;oin& forward, we atre c.·ommiued 10 achievin& thret• !ilraalca:ic obje('tives that 
" 'ill solidif) the f'roere!l~ we',·e alrndy nuldl' and ensure " 'e remMin the glohal 
leadu in mt"dia and entcrtaintnent The firsr is finam·ia~l rcstruclurin&. Wt" will 
tJur~ue simt»lifkation of our coq•oratr slructurc by CI"Ntiing 11 'ltamd-atlonc, 
sclf·financing c-ntt"q•ti"'"' to mana"e uur t'llhle and tdrcunnnunh:a~tiuns 
I)FOJ~t'rtie~. I hi; new cnleq•ri~c.· ~ill help Time \Varnt•r t'lltluir if~ nuda~l 
cechnolocic.t~l»dvanhtge and bela• 111h11rdwlden evaluate buth !'~ide~ o( tht' 
C()ffillany-content cre•tion and di .. triiJution; and tele('onununintions. 



s~t:ond il im.Jroving our financiatl strencch. As Jlllrl of II t•oncinuin& 
reassessment of l\•htre individual parts of our cor~ busintsses fit into our 
mission."~ will offer for sal.e carefully tarat-ted, non-strategic assets from both 
the cabl ... and content sides. The procee-ds will be used to reduce debt. Third. we 
Mill continue to make stralqic inve,tments for growth" Over the past few years, 
at the sa.me cjmf' as we've coma•leted nur c.·able foota)rint and ua•&r~~ded our 
-c~·stems, we've innsted acgre5!&ivel,_, in all our content busincsn!i. This indudt's 
the start-up of Entertainment Weekly; the creatitm of' a theatric. I animation 
business; tht launch of a "fifth" network; the international u1•an1ion of II DO; 
aand the entry of Warner Music Grou11 into new forms of dirt>c-t na.trketi.ng and 
Ol-'~rseas music channels. 

•:ach ••f these ifl\"estments is addine co the creative ,.trt.'nEth~ of our divisions 
and underlines their imalOrCanc-e to our future. In tod11y's t.'(Hna•ctitive 
environment, the "illin&nen to in\\1cst in sustained ~ro"•ch-growth thau builds on 
it~elf from year to year-is more net•es~•r) than ever. 

As alwayt. the futur~ belon1s to thos~ who rttfuse to be: mere caret:• ken. "·ho 
in~ist on find in& newrr, beuer. more efficient. mor~ reltJWnllive, mort" 
imaginativ~ ways to 1erve th~ir audiences. The keys arr the " 'illin&ne!ls to be an 
acent of chatnge., the ahiliry to nurt,ure creathit)·. •nd the discit•line to 1•ay 
~areful attention to business fundan1en1als. 

The combined for-ct-s of technololt)' and globalization will c-ontinue to trandurm 
the fau:e of the media anti entert11inment industry. The 1•11ce will onl)' int-re11se. 
\'ec no competitor a)os,sesses the re~ources Time Warner doe~: the latent 11nd rhe 
creati'Vity; the libr•ri~s of C'Oflyrighted ima1e~. storie~. mu!'ic amd film!!; the 
scot)e of distribution and mar'ketin~ 11rnwess; the <·ommitment to innov11tion; or 
the global reputation for the beJf in inform11tion 11n1J entt-rtllinmt.'nt. \Ve remain 
tbt- one coma)aeny with the 1,owrr to sh111•'" ehe future II!' well as tlrofit fmrn ir. 

View uctions of the annual rea•orl that ..-over otht"r Timco \Varner division": 
• WA,R to:R MUSIC GROttr•' 
• T IME \VARI'Ii:R CABLt: 
• W A,.RN.ER OROS. 
• ·rjMJ;,INC .. 
·~IX Fl GS 
•uno 

Go to: 
• TA Dlit: Of' (;()NTt:NTS 



Ope11ittg Markets 
The Digital Decade 
Brtlntls in Demand 

World 
Change 

. . '--· 

Tt)dll)''·'· mctlitl and cnlcrltlinmcnl illdu.~try-!ihttpcd hy t~pening glt~hal murll.et\·, u re••ol111ion in 
digital tcchnolt'Jgy and the grotting value tif pm••crful hrtmdtt-ltwk.,· ve"' tlifjel'ettl titan it tlid 
ten yc11r.t IIJ:tJ. In antJther tlecat/c, it M'ill be unrcCfl1/niz.ahl'e. 

Tlte ft~rces tlltllarc IIWMiiiJ( our ''t~ll'ective future-tire g/clhaliz.mimt t~f ct~mmert:e tmJ tl1e 
a.t.·ce/eTttliltg ptJwer '"if cmnmu,nict~litm.\· leclmflltiK)'-ttre julldamentlllmul irrew!nihle. 
Combined tttillt umler/j,ittg demOI(I'IIflltic tl'endr and tire :tpreatl tif ct>pyrigllt prtllectimt, 1/te.,·e 
forces ore cr:eatinR twtjw·t tlni' industries but a nt!M' ccmwmy. It u· till e,·tmmny ba.,·etl tm 
intellectual prtlpcrty ... mtd intcl/ec:tuu/' capiJtll. An cct)ntl"')' in M•ltiL'h tlte /inJtUII frtmc.·u if tire 
tligltal hit. .. and in tt.tJiil!lt the ability Itt ct~itt """fL,· a11d itletu, ''' create imtlgc.'l· am/ mu.,·i£-, i~t· tl1e 
,.,,;, ~~1 lite realm. No ctJmptmy fiu·e.f tlli\' chtm~ing Hv~rld M•ith ttwre lwpe "' heller pm.fpeds 
tlum Titne ll'tlrtrer .... 

* • • • • 
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I 

lvlar 
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\'yuth. +New Mt-di! • W orldwisJt- Growth 



The next dt•cade presents one c~f the mo.'lt sJf!nificant intenuJmmal hu.mlf.!,\','i opportunitie.'i m 
htstory. Every day. more and more countrie~ are opening their doors wider to fresh ideas. new 
opponun_it.ies and the energ17.ing force of the free marketplace Peon If" iu l!verv comer of the 
globe are waking up to more and more options jn the infonnataon and cn,..;rtoinment they can 
reccl\·e and enjoy. 

No. 1 in the World 

If Time Warner's intemational operations were 2 stand-alone business, thal business would rank 
as the 130th largest company on dte Fortune 500. Time Wamer's intemational Javisions bring in 
more revenue and EBITDA than the non-U.S. medm anJ entertainment operations of any other 
corporation in the world. Tune W:mu:r's overseas revenues have gro~m from less than S740 
million in 1984 to more than S4 b1llion in 1994 That's a compound annual grO\il.rth rate of neo~rly 
20%. 

In 1970 warner Husic Gro up did business in three countzies. Today it opertJtes 
in more than 65 dnd is Time W<Jrner 's largest globiJl business. Non-U.S. 
mdrkets gener.J re 5 71 of i r.s recorded-mu~d c rfl>venue:~. 

--------

• In the decade ahead. th1s growth rate is expected lo act.::cleratc 

Why? Because of a worldwadt: pattem of economic. poliucal and demographic trends The rap1d 
devel9pment of market economies, spreadmg copyriglu protection, the.: growth of younger 
population segments and the widespread adoption of new ~.:ommunicatsons technologies-all these 
developments are both fundamental and irreversible. And all bode l!xtremcly well for Time 
Wamer 

Creating Free Markets and Protecting Creativity 

State-controlled economies .tre rapadly tJiving way to the free ma(kct Tunc Wamer--with the 
world's premier colle\:tion ofJ,)umalists and creati\e anists. unsurpassed marketing expenise and 
global dastnbutaon networks ( c g .. Wamer Bros cuntroh more of lis woriJwaJc distnhutaon than 
any other stud1o )--is poased to enter promising new markets. from l·.a~ten1 F uropc to the Pacific 
Run 



Who, the Austr .tl i.Jn versjon of People, is ttldt country's 

fa•te5t-gro~Jng maga~Jne. 

Protection of intc'lectual property 1s makmg s1gnifi~am progress m many markets around the 
world. In Singapore. for instance, our industries' losses from piracy have dropped from an 
estimated $358 million in .1984 to $27 million in 1993. China recently sagned a maJOr intellectual 
property agreemel'it with the U.S. Time Wamer is the world's leading owner and creator of 
copyrights and brands· from Bugs Bunny to H 80 Ole. from the premier portfolio of publishing 
ntles to the largest library ofmusie copyrights. We benefit directly and materially everywhere 
imellectual propeny is strengthened and piracy is thwarted. 

In 1994 Warner Bros. struck a traU-bJ•zu.g dedi to dlSttJbute fJlms .in Chind. 

Youth+ New Media= Worldwide Growth 

Young people arc the most \'Orac•ous consumers of media and cntcrtammcnt products. and their 
numbers arc growing throughout the world. In India. for example. the 18-24 ftgc group is 
expected to grow 18% between 1992 and the year 2000. rcsultmg 111 a popul .. lion segment of 314 
nulhon In Brazil the same ai_tc group is expected 10 grow 17%. to 5] million. At the tum of the 
century. the world mu} he home to a prune mm:ic. tete, t\Jon nud musu.: <wdicncc lllat is larger 
than today's by more thm • billion people. 

Through televis.lon, vjdeo, JJl:en:HnCJ dnd retdJl. W.Hrwr IHo·;,' 1,.-,orr~y Tune:J 

chdt:dcter:s dt:e known and loved ~otldWlde. 



The: world circa 2000 will also contain one b1llion television households. Technology is 
revolutionizing the infonnalion. entertainment and cmnmunic:uions indu.;tries. and no mc:dia and 
cntenainmenr company has so effectively tumed technology inlo businesses around the world as 
has Tame Warner. Warner Home Video is the world's l¢ading home video distributor (and is 
pioneering the next generation of digital storage. the digital video disc). Wamer Music Group is 
among the world'sle.ding suppliers of COs and audiotapes~ Warner Bros. 

Wartier Hu.sJc Grvup's )oJnt-venture VIVA- -d llJ t Jn Genndfl}' - is <l model for 
•u.slc-video Chdnnels ~rounJ th~ ~orld thdt ~ill ~mphdsl=~ locdl drtlsrs. 

Television is the world's leading producer and distributor of television programming: and Time 
Warner Cable, the world's leading cable operator in both clus.cring and technology, is moving 
aggressively to expand its international presence. including recent deals an China. Jupan. Spain. 
France and Taiwan. The world is changing. No company faces th1s changing w~.~rld with l">ellcr 
prospects than Time Wamcr. 

* * * * * 

jaital 
"--' 

·a de 
Cable Idroho!ltl and Pi&hal Mv'1ifl 

The full ~rryi{t Nrrwork 

The power of digital technology i~ rransfonning the way people ~onummicitiC b ery day, nc\" 
advance~ ~lfC Cl(pnnding the nmounl and quality (>f the mf(mnation and cnlcrtauuhcnl rhat soc1ety 
creates and recel \:es More unponant. these advances arc giving each of us mon: control, mmc 
ways to shape co1nmunicauons to our own needls We're mo\-·ing from the broadl·nst 
world .. through a narrowcast phase ... and mto a rtcw Yoorld of md1viduulmtcract10n, pcrsonnl 



expression and choacc. 

Tltnto W.trner's t"ull SerVJce Network(TH) provides true VJd.-.• un d"mdlld, 

inter•ctive :.hopping •nd cpurres--wi th ful 1 VCR funct Jotldl J t y. 

No. 1 in Applying New 1~echno1ogy 

No media and entertainmem company has b«:cn as consistcnlly presctcnt in it" development and 
usc of new technology as Time Wamer. Our company p•onccrcd the synchronized talking motion 
picture ... sateJiite- delivered pay tde\ is•on hro~dhand fil~r-optlc/coaxial-cnblc architecture 
(winner of the cable indusuy·~ first-ever tech nolo~ Emmy Award) sd«:cflvc malolazinc binding 
and mk·JCi printin!l mtcr· active multuncdin based nn magnzmcs. houks and cn•,·nuinmcnt ( vaa 
CO-ROM, home 8Hmcs and online scn.Jces) cable- delivered telephony . local-news video­
Journalism .. the nc't gcncrauon of bomc cntcnainmcnt. the digilal video disc ( DVD ) .. nnd the 
world's first dignal. switched, interactive communications system. the Full Service.• 
NecworkTW(fSN). As profound as the impacc of new cotmmmications h.•chnolorie~ has already 
been, in the decade ahead their transfonnins power willmcrcasc exponentially. 

Cable TeJe,phones and Digital MoviPs 

The digital broadband revolution IS not years awo}. ifs happening now Not only c:an 
technologically advanced 1blc sy,tcms like: Time Wamcr's offer enhanced pay-pcr·vtew and 
numerous new viewing options, but they can also provide advonc~d vmce and data connc=c.:tions 
significantly sooner than regional telephone companie5-wllh their e)(isung planr based on 
low~capaciry copper wire·wtll be able to offer video. 



Time Warner's jolnr -venture The Segd Channel J s the f J. r:; t truly interactive 
cable service, supplying 50 video-g.ime hits 1Jke So.1ic tht• H.:!dgehog ford 

monthly fee. 

At each stage of a cable system's upgrade. !Hgmficanr new re\enuc str\!ams are created. Perhaps 
the most promising is telephony . The local telephone hu~incss in the U.S .• mcluding access to 
long distance, currently brings the regional Bell opcratmg companies S 100 b1llion a year. Aided 
by its strategic partnership with US WEST. Time Wamer is already in the telephone business 
today. As the result of agreements entered into in 1994 and early 1995, we expect to expand our 
cable footprint substantially in 199~. positioninlt tt.e compony to rcali~c sitmificant revenues 
from telephony in the years ahead. 

Digitization is enhancing bo1h networks and hard-copy fonnats . Case in r..oint· the digital video 
disc. This technologJcal breakthrough. announced January 24. 1995. by Time Warner ond Time 
Warner Entertainment par1ner Toshil:la, muhiplie~ by 15 the storage capacity of today's audio CD 
(or multimedia C D-ROM) Not only will this tugh-powered diC\c penn it ufTor<.lablc digital 
'crsions of movies superior in quahty to 12-inch laser video discs-promislntt to supercharge the 
selling of films dm:ctly to consumers-but it will also provide a potent new !)toragc device fm 
computers. direct-broadcast satellite services and even interactive sy~tcms like Time Warner's 
FSN. 

The Tl me W.irner/To.shiba dig:1 tell video dJ sc has won uJespredd .support from 

Ho~lywood studjos and ronsumer electrvnJcs mdnll[dcl.urers dlJke (left}. 

The Full Service Network 

The hr oud outlu;u:' l,f the drttllul rcvolucion .u c hcconung de.ar II C\ en h:l~ a nmnc-thc Full 
Sen ice Network-and a proiOI)pc. currently operaung 111 Orlando. Honda I 1111c Wumcr's FSN 1s 
w1dely acknowledged to he the most a<.lun~cd commumcauons !tystcm C\Cr deployed 10th~ 
~onsurncr--and the only two-way, swnchc<.l. dt~tllal mtcracti\ c system currc:utly m operation It 
IS, 111 fact, a rcal·world laboratory for the d1gital atlc. prmtdm!-! Tunc Wamcr nnd its partners w1th 
invaluable ms1ghts mto the capabiht1es of the technology and I.!Onsumer 11~e<.ls and preferences. 



Tjme W•rner j~ •ggressively enterjng the t~lephone marketplace--both busJnPss 
and re.sidentjal--through such ventures as Time W.Jtner Cellulc~r Jn Rochester, 
New York. 

The long-prophc..·sied convergence of computers.. telcconununu:<Uions and content is under way. 
and at a dizzying pace. The nile of thumb IS called .. Moore's Law": Every 18 months computing 
power doubles and its cost decreases by half. Time Wamer-with the premier collection of 
clustcr·cd technologically sophisticated cable systems and the world's largest ponfoho of 
infonnation and entenainment copyrights and brands-is poised both to dri\·c and to profit from 
this accelerating change. 

Brands 
I)enland 

• • * * * 

Truurd Ticlrs and Favoricr Song1 
Cl~tuir ChJu pcfrn !lid tlnmafchtd Prognuumin.K 

Jn d H'orJd o/ prollj,·r,IIIIIJ.: dunn!, popular hru,,J.,· clff.' lhc ,k,~··lo g/ohtll ,\'1./(n.•.u E\·ery day. 
~.:on .... umcr' are offered more and more channels of mfonnatlon. entcnammcnl ;md 
communication. These range from television. music. books. rna~a1ine~. mm·tc theater~ theme 
parks, retail stores and ·atnlo(l'\. to phoneM. online 5c:rvaces. multnned1a CD-ROMs ami 
mtcr.:u.:ti\'c: cahlc And the hst is 1tr:owing When faced w1th such a weller of options. pt•ople ~1111 
gJ.t\ 1tatc: tu the brands they know and trust 



No.1 in Brands and Copyrights 

Time Warner creates and owns more infonnation and entenainment copyrights and hrands rhan 
any other company in the wortd. and it markets them with unsurpassed skill . 

T1me Warner's unmatched storehou~e of copyright assets Jnclude~ such widely 
recognlzed world-~lass brdnds dS HBO. 

Intellectual property is not created on an assembly hne. It IS created OflC song or ~tory or im<!~c at 
a time, by unique individuals. The key to managing enterprises like ours is to find the best 
creauve people and build long-tenn relationships wiis created one song or srory or image at a 
time. by unique individuals. The key to managing cnterpnses like ours is to find the best creative 
people and build Jong-tenn relationships with them. Year-in and year-oul. Time Waner has done 
that better than any compar.y m the world. We invented the new~··nagazine and the talkie: 
established modem photoj umalism. personality joumalisrn and the rersonul finance magazine; 
set the standard for pay~TV progrwnming: led the music industry into modem rock aud rhythm 
& blues; and created the comic~book superhero. And in every .area of Time Wa 

As valuable as Time Wamer's copyrights anc.J brands have hcen in the past. their wonh wall be 
multiplied in the de~ades to coml.!. 

Trusted Titles and Favorite Songs 

Time Inc. owns the most preeminent ponfolio of brand names and powerful franchrscs of any 
publishin~ company m the world--from trusted rnagazir1c titles la~c lime. l'coph•. Sporl.\· 
1/lu.\lraled. Fortune. Money, J.ift, Hmertammem Weekly, Afartha Stek·artl.n·mg ond .\outhern 
Uvmg, to leading direcl-marketers of books, mu.!.ic and video, Time Lite and Book-of-the-Month 
Club These renowned brands arc constantly bein~ C)(tcnded into profitable new products 1hat 
lcvera~c the company's cditonal and nunkctinH C'-PCr11~-iC·~cvcrythinJJ. from.\'/ For A'ul.\· to Jim" 
Onlmc, from Children's BOMC' to Oxmoor I louse's .\"outJ~t·m J.n·m~ Anmwl Uc:c1pt:.\·. 



Sports Illustrrited--named by Advertising Age .,s "M.tg<'~zine of thf" YeiJr"--is a 
powerful franchise with ln.tny profitable extensions, from special edit:Jons ar,d 

spin-off tJcle~ to vjdeos •nd multimedia. 

Wamer Music Group ( WMG) includes the world's larsest holder of music copyrifl,hts, 
Wamer/Chappell music publisher. owner of more than a milhon musical favontcs from 
Ullap.mdy m Hlue to i'\Happy Birthday to You.i And WMG's labels dominate the charts wuh the 
premier roster of U.S. and international musical superstars. from You.i And WMG's labels 
dominate the chans with the premier roster of U.S 

Classic Characters and u ·nmatched Progran1ming 

Wamer Bros.' unique libraries contain more than 3,000 feature films and more than 25,000 
television episodes. They also include such beloved Looney Tunes chanctcrs as Bu~s Bunny, 
DaiTy Dud< and Tweety Bird; newer favorites like the denizens of '/'my Tomu· and Ammumucs; 
and classic DC Comics 'haracrers such as Supennan. Batman and Wonder Woman These 
l'\ ergrcen trademarks and one-of-a-kind copyrights arc an uncnJin~ source of nc" produc•s and 
fi!H:nucs e\eryllung from worldwide home video saJcs. ro consumer products. from the Batman 
movtes to Batman The Ride at Six Flags Theme Parks. 

nc Comics chdrdct.ers like B,jrtn.tn .tre more t.h.tn comic-book superheroes. Tlwy 
diP American icon.!! who regulo~rly m.tkf" the ledp int.<) new medJdl. 

Wdrner Bros. • Looney Tunes chardcters like Harvin the Hart]an dre dn 
evergreen source of licensing revenues worldwide 

IIBO's brand awareness m the U.S. is ncar the lu8hcst lcvds pos~sblc and is bein~ raptdlv 
cxpor1ed around the world. The power of the HBO brand ts conslantly hcing enhanced by 1hc 

company's rnarJ..ctm~ prowess and tis cstablt~hed rcput<llrou "'I he 1..1 cat or of the hc,l on~utal 



programming on tdevtsion. 

The world of media and entenainrnent ts ..:hanging. No company faces this changing world with 
better prospects than Time Warner. 

• * * • • 

View sections of the annual rcporllhat cover other Time Wamer divisions 
•WARNER MUSIC GROUP 
•TIME WARNER CABLE 
• WARNER BRQS .• 
•TIME INC. 
•SIX FL.\GS 
•HBO 

Go to: 
• TABLE OF COl'\TENTS 



1imelnc. 
Time Inc. owns 1he world's prC!mier c:olle('fion t~/ puh/ishinJ!, 

brands and information franc/uses. 

To us in_ Che Trade 
Val'iecy and fnnovaCiun 

A World of Book' and l>irect Markcling 
1 99~ Re~l Sellen 

Wuh double-digit camings ~owth and innovati\·c product cx1cns1ons m 1994, Tunc 
Inc.--already the preeminent magazine publisher in Amcr 1\.'a and a leading darccl 
marketer of books. mu~ac and video··slr..:ngthencd Its po'iition as a hroad-lmscd 
mfonnat1on compan)•. Thanlr.~ to 1ts array of creative resource~. an uu)\llfll_r 

infrastructure to develop and support mull iplc new products and ontzomg cost 
management. the company c'!.pet:ts ~onllnucd unprt.wcmcnl 111 lb profits. 

In I '>94 Time Wamcr\ Puhhshmlo( d1vasaon reponed an m~rca!'>e of J(,~, 111 I· BITI>t\ 
to ~430 million. from $372 nulli~mm 199~. a record f()r ~untmumg operatiOns. 

Contnbuting to tlu~ exccllc111 perfonnance wa~ healthy growth m opcrallng income 
by the company's major mall3zincs Fmcr~in~ along wilh the rest oflh.: mduslry from 
a protracted advertising slump. 'l1mc Inc.'~ adven . .;mg rc\euucs n:nuuncd more than 
double those of its closesl competilor m magazine publishmg 

Publishing - Financial Highlights 

leu~uu JJ. 4JJ $3.210 

4JO )70 

------------



Tops in the Trade 

ln 1994 Tame lnc,'scollection ot 24 leading general·ant·ercst. re~ional and lifestyle 
magazines sl.owed overall increases in both circulation and advenising revenue. The 
company held the No. I or No.2 spot in most maJor ad cutct(ories. includint( 
automoti\'e, computers and toaletrieslcosrnetics. At the: same time, the company's 

. dependence on the cyclical advenising marketplace conrinucs to decline (from about 
40% of total revenues a decade ~tgo to about one·third today) through I he gr·,wth of 
more stable revenue streams such 811 circulation and direct morketin~ 

Time Inc. 'a Haga&inea 

Time 
Fortune 
Life 
Sport..s lll'JStr,jted 

People 
oney 

Sports lllustrdted E'or Klds 
Entertdinment Weekly 
In Style 
S'outhern Ljvjng 
Progressive E'ar~er 
Southern Accentr. 
cookJng LJqht 
Pdrent ing 
B,jby Tdlk 
drth,j Stew~rt L1v1ng 
Sunset 
He.tJth 
Hlppocr.tt:.es 
A.si.tW'eek 
Pre;-sjdent 
C'l.tncyu 
Wtw 
V1be 

The benefits of Ttmc Inc 's I 99] reorgantl.alum were C\'ulcnt 111 I <)'J·t 111 solut 
perfonnance~ by core francht~cs and numewu') product cxlcn~wns I""(', chc world'~ 
lcadmg newsmagazine. rem forced its position as the prcernin~nt ney, ~ JOllmal m 
cyberspace by supplementmg Tmlt' ( >nlanc wnh l1mc.• Da•ly on hoth Amcnc. .. d < >nlmc 



and the company's new l)athfmder site on the lntemet. 

Sporl.\ 11/uMralt.•d marked its 40th anniversary with spc~u1l edsunns, a pnmclime TV 
special; expansion of targeted selective-edit projects like "NFL Plus." "Golf Plus," 
and special collector's editions; and the launch of SITV. whtch produced regular 
segments for AH( ··., Wide World of.\'port!'i. Pt fJplc>, reaching 30 million readers a 
week, celebrated its 20th binhday with a record-breaking special anniversary issue 
and a highly rated TV special, and expanded its franchi~c with the success-ful launch 
of a monthly celebriry lifcsl)'le magazine. In Style>. 

Mone.~ !!nhanced its position a~ the nation's leadm!( personal finance publscatmn by 
debuttng rapadly gruwmg newsl~uers f(n reurccs and 40 l(k) plan p:u1icapants 
Fortune, wh1ch rccei\·ed its second National aga.tme Award in i')94, had an 
exceptionally strong year. fueled by suhstaruial increases in advertising r~vcnuc:.. . l.~(t· 
expanded its franchise with special sin!(lc-suhjecl issues, u,•ttu•mham~ Jm:lcu• (Iuter 
published as a book by Wamer Books) and The Uooh (!I ( 'mmtry. Impressive 
increases in guarant·eed circulation were announced in 1994 by l:"ntertammem :Yed~~· 
(to 1.125 million), l'arentmg (to I million) and .'ipon.\· 11/u.\lrule<l For l\1d.'· (to 
950,000), and in 1995 by Martha S~ewarl /.n·m~ (to 1.2 milhon). 1he magazine's 
seventh rale·base mcreasc m four years 

1994 li.S. Magazmt lndu11ry RankinR 

1 ~14 I ,,4 l.rtv•ltllln(l 

R•nll fl•v•m~•' 

PEOPLE I 
SpoJh u•u•h•t•d 2 
TV Gu•Cf• J 
TIME 4 

tlll I rrullton 
1366 2 million 
tn':l 1 million 
fl' 1 ' ••ll•on 

Source Publisher~ lnformalion Bureau ---~--------

Although best known for Its natwnal magazines. Tunc Inc. is also t\mcn~a·s lc.:diu!l 
regtonal magazine ..,ublisher. In 1994 Sun ... ,.,, the No. I Westcm lJ .S. lifestyle 
magazine. increased its readershtp to 11wre than six millaon Southem Pro!l.rcss Corp 
tSPC) enJoyed a record-breaking year. with rc\cnucs from Cih.:h ofih tlllcs--Sm.:heru 
l.n·mg, l'ro~rt'.\~ll't' I urmc:r, ,\'outlrern Au·,•llf.<i and ( ·oolcmg l.txlu-·reaching all-lnne 
tughs. SPC's book publishmg arm. Oxmoor House .. abo ach1eved record result!> <md 
placed its tirst book on the New York Times bc!>H;ellcr hst, Fhe /iuhha ( iump ,\'Jmmp 
( 'o ( 'cwlchoolc 



variety of video ~eries. Nearly five milljon tapes ~o•erc: sold jn 1994. 

Variety and Innovation 

Time Inc.'s journalistic expenisc is an invaluable resource for the coming 
"information superhii,lhway," evident in 1994 in numerous digatul mlcructive 
publications in both CD-ROM and online f0m1ats . Building on the experience of 1ime 
Online-the first national newsmagazine to be available interactively and sf ill the most 
popular onlme magazine-the company launched PutJ~{mder. an Internet sate that 
provide<= text, photos. gra,phjcs. audao and video from 1ime. Sport.\·l/JustrateJ. 
Money, People. V1he, J:'nterlamment Wec!K~Y. ,\'umet. Sou1hern L1vm~. Time Life, 
Warner Books. Little. Brown and other Time Warner davisions. 

By March 1995 Palh.fmder was recci\'ing more than three mill10n requests for 
material each week. Other online services announced in 1994 were from .\'port ... 
Illustrated. ,\'1 For Kuls, People, Fortune, Mom.'y, 1/lppoaatc.'.'i and Hmertammc.•m 
Wedly. which also began the first review section in any weekly magazin~.. covering 
multnnedia. Finally. the company is collaborating wi•h Time Wamer Cable to cr~utc 
The News Ex":1ange, an interactive news-on-dcmand service for Time Wamcr\ Full 
Sen• ace Net work 

Tlme Ir.c. hds a strong, varied pre$ence ir the world of interdctivc 
multimedl•-from rD-ROMs bdsed on the compdny's mdgazlnes to one of 
the most-visited ~ites on the Internet (rJght), 

In September Time Telep•~turcs Telev•~•on, a collahonstwn hcawccn ·1 ime Inc and 
Warner Bros., launched H .. \"1/lA ·llu: l:nlerluumwm lvlaJI.azme, a sl:~~.-llmes·weekly 
cntenainmcnt-ne.ws hroadcast that 1s canuntz the h&i_~hest rattni_l!l of .my new I 994-95 
scnes m ~yndicauon Time Telep&ctures al~o produced suc~essful ·\BC specials 
ba!ted on Sporl.\· 1/lu .. trcllc.'d und /'c.'of•lt• Manha Stcwan 1.1\'lllll I dens1m1 sa\\ 

contmued ratmgs and revenue llro"'1h for its syndicated sc:ncs ''ml Tunc Inc 



announced Your MmcJ am/ Hoc.J.l-'. a new weekly half-hour syndicated fitness pro!tram 
to be based on Time Inc. Ventures' awurd-winnmg lh:alrh magazine. 

A World of Books and Direct Marketing 

Time Inc's direct-marketing and book companies distributed 159 million units 
worldwide in 1994. Tune Life had se\eraf million-p!t~s sellers. mdudinJ~ Wt·l~hl 

Watcltt:r.\-® ·''mart Chmce Rectpc ( 'olleclhm from Time-Life Books. Sound.,· of the 
'70."i from Time-Lite Music and Predator ... · t~{ In~ Wild from Time-I if( Video. 
Time-Life Digital was cre.Jted to produce multimedia products baseJ lm Time Life's 
extensive source material, and Time-Life Medical was formed ( wllh panners 
inclnding fonneOagital was created to produce muhimed•a product'\ hascd on Time 
Life's extensive source 

Book- of-the-Month Club's (BOMC) drama11c improvement wa~ driven by a record 
year for Quality Paperback Book Club, which celebrated its 20th anni\'ersary. and 
continued record perfonnances by Children'-. AOMC and History Bool Club In 
addition, BOMC's international business expanded into more than 40 countries 

Book-of-the-Month Club isn 1 t .111St bt•:rr st>Jler:;. AJr ... r:t·a'.-; oldest:. 
book c:lub hds dJvt!rs1fJt!d .Jnto :;even :;~pdrdte clubs. 

Time Inc.'s trade pubhshin~ imprints enJoyed a hanncr yca1 on the best-seller hsts 
Warner Books' Jh,• Hrulgt•.\· (~{ Macil.wn ( 'oun~}1 by Rohcn James Waller ~ontmu~d as 
the fiction phenomenon of the '90s, cxtcndin~:t its run on the Nt!M" York 'liiiW\ 
hardcover bes1-sell Jist to J 34 straight weeks as of Mnr~h .S. I C)9Ci ( wath nuu~!~er 
boost expected this summer upon the releas e of Warner Bros' film starring Chnt 
Eastwood •. md Meryl Strcep). Other su~ccssful Wamcr Books tnlc:-; mdudcd Wullcr's 
Slo'H' Wu/1:. m ( 'edor Ht!lld and James Redfield's the ( 'l.!le'>tme l)roph,•cy. Lillie, 
Brown's trade diviston published best-sellers like Allan Folsom's /ht• nay Afrc.·r 
Tomorrow and Nelson andela's Long Walk to Freedom. 



Time Warner's trctde publJshers, Wdrner Books dnd Little, Brown, h•vc 
been on,. roll. Best-sellers in 1994 included Jdmt.•s Patterson':> Kiss 
the Girls, Nelson Handc.!d 's Long Wcilk to rree<tom dnd Jctmt-.<J 

Redfield's The Celestine Prophecy. 

1994 Best-Sellers 
Book-of-th~Month Club 

Deht of Huwr. Tom Clancy 
Toni Morrison Set 

Time Lire 

SoMul,· t~{ th~ '70.\, Time-Life Musu; 
Wetxht Wah her.~ M Smurt ( 'hm,·e Ut•,·tpt.• ( 'o/h•ctwn. l'unc·l.ifc Book~ 

Ucde, Brown 

J'he /Juy A.ft~r TonwrroM', Allan Folsom 
/.<JnJl Wol! to Frc:~dom: Th~ Autohwl{ruphy t?f N~J .• ,m Alu11./du 

W1rner llook• 

(hardcover) n.~ C~le:mn~ Prophet.)', James Redfield 
(paperback) 1'/eadmx Uwlty, Scott Turo\\ 

Oxmoor llouse 

/11~ Buhha Gump Shnmp ( 'o. ( 'oo!hoolf. 
Souther.n /.wms: /91)./ Anmml Uet·tpt'.\ 

Sun~e• rloolu 

Swrhud.\ Pa.u·wn fur ( ·(~{let• 
Sun:H:I u~~·tpt! Annuw Jljl)./ 

------------------------- --- ---------- -·-
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WartJPr Alusi£· Group i.~ the world's mlJst diver.~ijied, vertically 
integrated and profitable music comJJony. 

Around the Globe and Across thr SJretf 
Thr Prodypt ja TelrnJ 
\Varner Mu1ic Group 
N~w Voicu, Np M11rkc1 

Warner Music Group (WMG) aduevcd its eleventh \:onsecut1vc year o:record 
EBITDA in 1994. postm!l a 12~o mcrcase. to S720 nullion fi'om S64] million m 1993. 
with double-digit 8rowth m domestic and mtc:mational rcc;ordcd-music sales. 
worldwide rnusic-pubhshang and dirc:ct-mar~cting rc,·cnue~ Wamc:r Mus1c liroup's 
multi-national family oflabels boasts n fl)Stcr of anists ran!lin!l from (lrecn Day to 

Amta BDer. from Japan's Mariya Takeuchi to Stone Temple f>•lot~ 

WM(j also includes Wamer/Chappcll. the IJr!lCSt mu-;1c puhh"iher in the world. half 
ownership ofColumbiR House! the world's lar!lCSt music mad \!!dell duh; and peerless 
manufacturing fadlltie~ and distribution networks. wlucn it is leveraging co cstahllsh 
itself m such growing entertainment businesses as no1 . .: video, audaohooks and 
interactive multimedia. 

Music - Financial Highlights 

SS U6 $3.33-1 

EBITDA 120 

Around the Globe and Across the Street 

W1th more than 57% of•h recorded-music rc.~\cnuc-. comm~ from uon-l r S rn11rkcts, 
Wamer Musac Gr-oup 1s ·rune Wamcr\ mo~f ~lohal d1v1saon. conducrut~ busmess an 
more than 65 countries The oH.r~cJ~ aflihatcs of Wamcr Mus1c lntc:rnntional (WMI) 
arc full·servace. mdigcnous musH: ~ompanies. Dual marketmg opera11on~ around the 



world enable these companies to build the careers ofwc1r l.:>cal artists. while also 
expanding sales for the Music Group's U.S. and transnation~l superstars 

In 1994 WMI expanded its reach by establishing Wamer Music Thatland and 
acquiring leading Thai independent labels D-D.ay Entertainment and Muser Music; 
acq,uiring NVC Ans classical-video company in the U.!:.; fonning an intemational 
marketing alliance with leading U.K. independent China Records: creating Wamer 
Music Benelux (combining affiliates in the Netherlands at1d Belsmm). and expanding 
and extending the CC'mpany's worldwide recordins and publishing agreements with 
inllemational superstar Phjl Collins. WM.I arti~ts won more than 70 intcmational 
awards. including laurels for Sally Yeh. Gilberto Gil and Kronos <)uortet WMI's 
best- selling international artists included Mexico's Luis Miguel. Gennany') 
Westemhagen and Italy's laW'Il P1111ini . 

.. ,, •• , w.,rner liU$JC Group bou:;t:J .JIJ 

unsurp4~~ed t•lent ro5ter, representing every genrP dnd styJ~ of 
music from 4round the ~orld 

The Product Is Talent 

Musacal artists from Wamer Bros . Ud.tra, t\tlanhc and thcar afti!••ucd lahcls 
enjoyed ,ex~~ptional chan succcs~ m 1994. The creative \'italiry of Warner Music 
l 1 S wa5 evidenced by rhc fact that a quarter of the titles on Htllhoart.ls chart of the 
ro,.lOO-sellmg albums for the year were from its anists. Warner Mu110i~ U.S. artist~ 
also recehed 76 nominalions for the I'J95 Granuny Awards. includml!(lhrcc out of 
five nonunations for Album of the Y car Best selling alhurns came from established 
supcrstah ~uch as Anita Baker. Enc Clapton. R E M . John Mtc.••ad Monrgomery, 
Madonna. Stone Temple f)tlnt• and Kcuh Swc:u. and from such nu•.ror nc" t<lknls as 



(irecn Day. Candlcbox and AII-4-0ne 

The Music Group's stability is anchored by the breadth of its roster. with only 6% of 
WMG revenues coming from .its top-five-selling anists, and by a rich catalog of older 
product. only 6% of WMG revenues coming fTom its top-five-selling artists. and by a 
rich catalog of older product. 

Enhancing WMG's strenl'th in the rnustc marketplace in I 994 were new label 
associations "ith country·rnt!sic powerhou~ Curb Records. Britain's blues label 
Code Blue and the highly respected ahematiw rock lat>el Sub Pop. Warner/Chappell 
became a leading creator of sheet music with the acquisition of CPP/Belwin; was 
named ASC AP Puhli·sher of the Year and BMI Pop Music Publisher of the Year; and 
expanded its catalog to rnllre than a million copyrights. throuvh a{Lreemcnts with 
leading songwriters like Alan Jackson. 

The gathering-together of the usic Group's domestic labels to fonn Wamer Mus1c 
U.S. in 1994 put in place a new generation ofleadership to cany the company's U.S. 
~ecorded- music operations into the next century Warner Music U.S.'s leadership and 
all major label heads are executives promoted frorn within the company. 
demonstratins the Group's depth of tnanagemenl talent. 

----· 

Warner Music Group 
Major l.tlk/J. 

\Varner Br-os. Records 
U'arn,•r HrtH 

Ul!f'T/\1! 

(iwm 
MW'C!Tick 

(_)we.w 
Warnl!r Hro.\. Sm: 
Warnt•r Na.\hwlle 
Wamc:r Reprt.'itt! Home: 
I 'uleo 
Amertnm Uenmlmg\ 
Sla.\h 
Tommy Huy 

The :\dantic: (;roup 
Atlantu 

I tlfer.\l'l Jfh.' 

/Oww 
ltmc Warnc:r 
AmlwHooh 

David Ball 
Candlebox 

Eric Clapton 
Coolio 

Jeff J·o~~:wonhy 

Green Day 
f.lith Hill 

Little Texas 
Madonna 
Tom Petey 

Prince 
R E M 

Seal 
Trav11 Tntt 
Ne1l Young 

AII-4-0ne 
Tori Amos 
Blaclstrcet 

Brandy 
Changing Face~ 

199.i' Major H~lrtl.\~"i 

Dav1d Hall 
Belly 
l:nya 

fourplay 
Faith llill 

Chris l11.11.ak 
k d lanl!l 

l.rtt lc Texas 
Ministry 

Porno For Pyros 
Prince 

Red llot \ 'hdli J•epperll 
Rod Stewart 
Travis Trill 
\'an llalcn 

AII-4-0nc 
Boy Um.~dy 

Jo!.C Carrera!> 
('lannad 

('oll~tive Soul 



A tlam u: Cla.uJc ... 

A ltant1c: Naslwillt.• 
Beggars &mq11f!l 
H1g Ht•al 

( "el11c Hearth.!lll 
("urh 

/..cJL'(J 

Mllmmoth 

Malodor 

Me.o;a HluemcKJJt 

I .J 3 

/A.l; 

Elektra 
Entert~inment Group 
Uelara 

F.a..'iiWt:.\'1 

A.,ylum 

/~'lt!k tra S1re 

W11rner Music 
In tern a tiona I 
WI~ 

J.;a,., We.\t 
!'eldet-· 
l:ruto 
Non~.\'IIL'h 

Fm/tJnJw 
n ;n 
( ·llrn:r.: 

IJRO 
WI·A l.alllllr 
!'WI 
l/1 
f'lKJAI'I 

A1llgm!olrm 
( '/-() 

Collective s~ ul 
Confederate Railroad 

Hootie & The Blowfish 
Jerkic Boys 

Tracy Lawrence 
Gerald Levert 
Neal McCoy 

John 
M ichaeiMunt ~omery 

Nine Inch Nai Is 
Jimmy Page & Robert 

Pldnt 
Pante!ra 

Liz Phair 
S\one Temple Pilots 

The ~ Tenors m Com:en 
1994 

Anita Baker 
Natalie Cole 

Gershwin The Piano 
Roll~ 

Gipsy Kings 
Metallica 

Motley Crue 
Keith Sweat 

Dawn Up!ioh~'w 

Phil Collim. 
Enya 

Inner Circle 
Andy Lau 

Leandro & Leonardo 
Noriyuki Makihara 

Mana 
Loreena McKennitl 

Luis Miguel 
Jimmy Nail 

Laun1 Pamini 
Pretenders 
Chris Rca 

Seal 
MarP;a I alo..cu~h1 

Michael Crawford 
Encomium A Tribute to Led Zeppelin 

four Seasons 
Juliana Hallield 

lntro 
Ilene Midler 

Mike & The Mechanics 

John Michael Montgomery 

Primus 

Rush 

Sav.yer Brown 
Sk1d Row 

l)crc Ttlwnshcnd 

AC/[)(' 

Ujork 

The Breeders 

The Cure 
l:n VOMUI.' 

lni Kamoze 
Metallica 

Natalie Merchanr 
Phish 

Linda Ronsradt 
S1lk 

Sunph· ~cd 
Kc:11h S\H'al 

The Bdovcd 
Miguel Uosc 
Jus~ Carreras 

Enya 
Gilber1o Gil 
l'lullip .:- ilass 

I knrylo.. Gorecki 
The Human League 

Colin James 
Jurgc Uc:n Jor 

Kulcha 
Krnnos Quartet 

Man~ 

Lim M 1 ,zucl 
Mandy Pallnkm 



Fa:er 

l'deJ:ram 
( 'oniiiH!ntal 

The 3 Tenors in Concert 
1994 

Westernh:t~en 

Steve Reich 

Scorpions 
Simply Red 

Patrick Stewan/Kcnt Nagano. Opera 
Orchestra of Lyon 

M.xim Vcngcrov/Claudio Abbado 
Sally Ych 

WMG continued the growth of its classical-music operations in 1994. highlighted by the 
remarkable worlawide sucuss oi I"'H! J l~nor.v m (·ollt:ert 1994, released internationally by 
Teldec i nd in the U S by Atlantic The release was Wamer Musac Group's top-SC'IIinM title in 
1994 Early in. 1995 Atlantic Classics US was formed, under The Atlant ic Grodp. to market 
classical releases in the U S At the same time. the None-such label. witb such an ists as Philip 
Glass, llenryk Gorecki, Kronos Quanet, Dawn Upshaw and Don Byron. was incorporated into 
Warner Cla~sics InternAtional 

New Voices, New Markets 

In 1~94 A•Vision Enterta~nment emerged as the ~om1n~nt ~ome video 
labtd in the fitness category (e.g., Bun:; of Stee]) and a le.acier in 
ch1ldren's video, including such hlt3 a~ the MdaJc School Bu~ 
ser i4!s. In January 1995 A•Vi ~1on w<1s r4!nan. J w.unerVi s 1on 
Entertalnment and is now a full-fledged d1vis1on of Wdrnf•r Music 
U.S. T~m~ • rner Aud~oBook-5, a cro.ss-dlVlS.lonct-1 vP.r1turt• ~J~I Wt'en Tht• 
Atlantic Group, W.arn~r Books, Llttle, Brown ~nd other publl~h~rs, 
exFanded rap1dly 1n 199~ ond e~rned Lwo Grammy nomin~tions in 1ts 
!1rst full yedr ot operatJon. 

Succe~5f:JJ new ventures WarnerV15lOJl .Jnd Tllnt·• IN<Jrr.t•r Aud1oBook.s (a 



joint effort. among The Atlc:wt..i c Gr up, Warner Bouks, Lit r le, Bro..,n 
and other publishers) have given Warner Music Group d strong 
marketplace presence Jn home video •nd audiobooks. 

warner Music Group, mov1nq aggres31V~ly into th~ growing interactive 
multimedia marketplace, provides the infrastructure through which 
all CD-ROM titles published by WMG companie~, ~~ w~ll '9 ~hose from 
warner Bros., Time Life, H~O dnd T1me Warn~r Interactive, will be 
mdnufactured and distrlbuted. ln 1J94 wholly owned WdrnerActlVe was 
estdblished to act as d publisher o! interactive titles. WMG also 
acquired a minority interest in Accolade; formed Inscape, a 
multimedia joint ventu.re with HBO; and struc~: :sottwdre development 
deals with leading CD-ROM creators HyperBole Studios and 1·nagination 
Pilots, to !'ecure a steady flow of r-o-ROM titles. In the !J.K., 
Rene-gade was acquired and becamt.· the bas 1~ for Warner Mus 1c 
Interactive Entertainment, to publish CD-ROM titles in 1nternat1onal 
m.:trket..s. 

Warner Music Group's direct-marketing ventures-lncluding magazine/CO 
services covering everyth;ng from classical mush· to country, j.,.z;:, 
roc~, rap •nd alternatjve-grew rapidly Jn 1994. 

w.un•~r Mwuc Group's dlrect-marketlng b• .. slncss contJnued to crroJ HI 
1~44, T1me Wdrner Enterprises Ltd., based in London, launched 
marketing activitles 1n 12 Europear countries. In the u.s., Mus1~ 
Sound Exchange, a joint ventut~ WLlh Sony Software, doubled lt~ 
revenues from the sale of mus1c and related pxoducl through Cdtdlogs 
and stamp sheets. The success of the classJral-musJc mag-dzine/r.n 
subscript1on service Bb': Music, launched 1r1 19Q3, t1as l"d .,., tlu• 
creation of p.sr.allel serv1ces !or country mu:-;1r !Nr•w c.:01mtry); rocr., 
rap an~ alternati.~ (huH!; dnd jazz (JdZZJZ). A maqaz1ne/CU setvice 
for children, created in collaboration w~th Children's Broadca9l 
corp. and ba~ed on its successful nationally syndicated rddio 
network, Radio A.shs, debuted in february 199~. 

WMG entered t hf' <·D-ROM m.Jrketpl dn! aggre!l!iJ vel}' 1 n 1994, lndk J nq 



equjty lnvesrment.s in .such soft"oJdre publish~r.<; d:: AccoJ,ide, one of 
the lrJrgest priv.ttely ht-ld gdJnt.' compdn.es Jll Uw U.s. 

The 24 -hour, G~rmdn-lanCJuac:~e mus1c-v1deo ct1anne l V J VA, f•~l dblJ.'.>hed 
in December 1993 as a parrnershtp dmong NarneJ Hus1r. Group, Sony, 
EMI, Poly(]ram and a Germa• rad1o ex~cut1ve, ~ubstdntl~lly ~urpas~ed 
its revenue and viewership projections in 1ts f1rst full yea~ o! 
operation 1nd is serving as a model !or future services elsewhere. 
In January 1995 Warner Hu.!!lic Group, Sony Picture!t, fHr and 
Bertels-mann Music Group acqu1red from Star-TV, dll a!t1l1ate of N~ws 
Corp., a SOt interest in Channel [VJ, which operdtes English- dMd 
Mandarin-language, 24-hour music-vidPo televi~1on setvlces reach1ng 
220 milJton people in As1a. 

In addit1on, WHG made 1nvestments in Diqit~l Cable Rad1o AssocJates, 
a digita~ music subscrip-tion serv1ce in th~ U.S., marketed a~ 
MUSic Choice, and an affiliated ~ompdny, Mus1c Choice Euro~e. 

View sections ofthc annual report that CO\'er other Tunc: Wurncr dl\ts1nns 
•TIME WARNER CAbLE 
• WARNER BROS 
•TIME INC 
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•HBO 
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WARNER BROS. 

Warner Bro~·. is the worltl's foremost protlucer tllltl di.\·trihutor 
of movies, TV prtJgrtlmmilag tlllfl ltome vitleo. 

Movi~ •nd Mort 
199_, Film ltiehli&hrs 

I .,. •. ' . · o. on ~ t rv•~•on 

Around rht World, Into thf: future 
.1994/ 1995 Broad('JI~t s~a.~on Primetinte Pro&rams 

Time Wamer Emcnainmcnt's Filmed Erucnammcnt divis1 '11 had a rc;curd year in 
1994. indudinJ.l Wamer Bros' twdtlh straight y.car of record EBII J)A (c:~~.cludirtJ,llhc 
prc-acquisuion results of Lori mar) and a rc~ord pcrfonnancc hy Sr ~ Fl:1~s. 1\mcnca's 
lcadmg regionallh•·•nc· park company 

rune Wamer's Filmed Entcnamrm:rll d1" rswn <tduc\cd I:Bn DAm 191H of ~~(•~ 
mrllion. up frorn S~49 rmlhon m 1991 

Filmed Entertainment- Financial Highli·ghts 

(I• ellli,.S) HH JHJ 

)tU(IU.tl 

£BITDA 5<49 



Movies and More 

For an unparalleled twelfth consecutive year. Warner Bms. was amon~ che top·three' 
film studios in domestic box-office share in 1994. wllh such hits as An• remura: l'c:t 
l>etec:/l'l:e, Ma,.•erld, The Client, Natural Rom 1\1/ler.\, lht• .'l'pt•c:who;t, /nten'II!K' Wuh 
the Vamp1re. Htdllt' R1ch and /Judmurr:. 

In the past six years. the Studio has had 12 films with domestic !trosses of more than 
$100 rmlhon each. tar more: than 1ts nc:tr\!st cornpeutor Wamcr Bros · cm1s1stcncy 
has been ;>.:lueved through ~ontmuintz creative relataonslups with such sta; !> .md 
filmmakers as Kevin Costner. Michael Crichton, Rkhard Donner, Clint Eastwood. 
Mel Gibson. Barry Levinson. Alan Pakula. Steven Seagal. Joel Silver. Syivester 
Stallone, Amon Mikhan's New Re8ency and Jim Robinson's Mor8nn Creek. 
~eneratmg a steady sirearn of the bc:s1 crcatl\'e produce that should conrinue flu nun 
the future. International theatrical revenues in 1994 were the second hi~hcst in the 
Studio's history. and Warner Bros entered into a precedent-seum~ a!{rccmcJH to 
distnbute filrns in the People's Repubh~ of China. 

Wamer Bros. last year announced the creati<'n nf a new dl\·iswn to develop urunuttcd 
theatrical feature~. whach will release 1ts fir-sl film in I ''97. Wuh this Hutlaii\'C, 

Warner Bro'i. exnects to bring to the feature annnati()n market the same quality and 
-;uccess it currently enjoys in every othc.r area of family programmin~. II is cxpccicd 
that Warner Bros • animated features will generate significant addllional revenue from 
both home video and con~umcr products 

Wamer Bros \'. orldwtdc C onsumcr Products' StudH.l Stores dt\'ISJun ..:onll•mcd lis 
remarkable ex pans ron rn I ?94. addmg 46 oullcb m the lJ .S and fh c oversea~. 
includu1g flagship store~ tn London. Glasgow and Berlm Substantially c:xceeding 
mall sales avera~es for retailers. Wamer tlros. StudH) Stores now ••umber Ill 
worldwide. with pl:.ns lo add between 20 and 2 ~ stores m I 9<)5 The divrsaon also 
announced plans to expand mto Asia through fmnduse pannershrps, teanun~ wnh a 
major rera•lcr in each counlry it enters. Openin~s lhi,. year arc sl;ttcd for lion~ Kong 
~~~~d Sin~apore, with Japan to follow in 1996. 



W.arner Home V..ideo <Jchiev!E'd record .,.. rJd'-iide rr-vt•n·H".'l in 1994 with 
such hit.s as Don Bluth•.s Thumb~lind, Ac,. V<>nturit: Pet !letect:ive dnd 

The Fug .it j "• • 

Warner Bros. Worldwide Consumer Pn-xiucts Liccnsin~ achieved more than S2 
billion of retail sales worldwide in 1994 New ventures included agreements with 
Toshiba 10 develop "Looney 1 unes Tronics'' stereo products and with Premiere 
Cruise Lines. putting Warner Bros. characters on board. The dav1s1on also launched 
lhc touring Wac-ncr Bros. Family l:ntenosinment on Icc progmm. Acme Dcsi~n and 
Development is a new unit whose premier toy dcs•~ncrs w11l den: lop products from 
Warner Bws film, television and anim:.ti<.m propenics 

The Studio's unique libraries contain more than J.OOO feature fihm and more than 
25.000 television episodes. including approximately J.SOO animated canoons. It owns 
the ri1;hts to classic Looney Tunes characters 'luch as Bugs Bunny. DafTy Duck. 
Tweety lJird and Ta.nnanian Devil (who celebrated his 40th hinhday in 1994 with a 
major promotion), as well as [)(' Comics characters l-Uch as Supcnnnn. Barman and 
Wonder Woman. [)('has successfully grown sales by C:\pmuJing its lin~s of 
tz.round-break-ing illustraled novels. developing narrative innovations such a~ 1994\ 
"Zero Hour" multi-title series and launching DC Comics Online, moving comics into 
the emerging world of new media. 

WcJrn~r Bro:;. • hit 1994 relerJse.!f incJud~d N.ttuJdJ Born Kjller.s, Acr:­
Ventura: Pet Oet:.ective:, 4Verick, RichJe R1ch, The SpecittJist:., ,Jnd 

lnt:.ervjew Wl th the VdmpJre (below}. 

1 994 Filn1 Highlights 
Ace Ventura: t•et Deteclive 
Dir :Tom Shad)ac 
Jun Carrey 



Maverick 
Dir. Richard Douner 
e1 Gibson 
Jodie Foster 
James Gamer 

Wyatt Ear1) 
Dir.: l,awrencc Kasdan 
Kevin Costner 
Dennis Quaid 
Gene Hackman 
Isabella Rossellini 

The (.;lienl 
Dir.:Joel S~humachcr 
Susan Sarandon 
Tommy Lee Jone!l 
Brad Renfro 

Nalural Uorn Kill~n 
Dir. ·Oliver Stone 
Woody Harrelson 
Juliene Lewis 
Robert Downey Jr. 
Tommy Lee Jones 

The Specialist 



Dir. :Luis Llosa 
Sylvester Stallone 
Sharon Stone 

Interview \Vith the Vampire 
Dir.: Neil Jordan 
T0m Cruise 
Brad Pitt 
Kirstin Dunst 
Antonio Banderas 
Christian Slater 
Stephen Rea 

Disclosure 
Dtr Barry Levinso 
· chael Douglas 

emt Moore 
Donald Sutherland 

Rirhie llich 
ir Donald Petri 

· acaulay Cullcin 
ohn Larroquetlc 

1995 Major Releases 
Boys On thr Side 

ir. Herben Ross 
hoopi Goldberg 

ry-Louise Parlo.~r 
Drew Barrymore 

utbreak 
ir Wolfgang Petersen 

Dustin HoA'mann 
Rene Russo 
)onald Sutherland 

I
Batm•n For~vtr 
Dir Joel Schumacher 
Val Kilmer 
fommy Lt!e Jone~ 
im Carrey 

Nicole h.idman 
_hris O'Donnell 

f'rrr Willy 2: Thr Adventure lloru 
Dir .. Dwight Linle 
awn James Richler 

ust Caun 
Dir .. Arne Glimchcr 
Sean Connery 
..aurence Fishburue 

Kate Capshaw 
Blair Underwood 

he Bridges of adison County 
Dir Clint East wood 
'lint Ea~•wt>od 
·ryl Strccp 

(Jndu Siro~r 2: l)ar~ Ttrricory 
Dir Get Ill' Mw ph) 
Steven Scagal 
Eru~ Bogosian 

-------4~~~--=~--

· 'igourney Weaver 
Holly Uunter 
Harry Connid Jr 
\ssanins 
Dir Richard Donner 
Sylvester Stallone 

ce Vrntura: Pet l>rtectivr II 
Dir Tum t>c.-Cherchto 



Sylvester Stallone 
Anton.io Banderu 
Ileac 
Dir.·Michael Mann 
AJ Pacino 
Robert De Niro 
Val Kilmer 

Jim c~'Tey 

Grumpitr Old Mtn 
Dir. Howard Deutch 
Jack Lemmon 
Waller Mauhau 
Ann-Margret 

No.I on Television 

Warner Bros. Television continued to supply more prunctnnc telc··•"ion programs 
than any other company. including the 1994-95 season's No. 1-ratcd new series and 
n'".v drama, HU (the highest-rated drama in more th;m five ycur~. with the 
highest-rated single episode in two yeurs), and the breakout hu l·rlt'IUA (the No.I new 
comedy series). At year-end Wamcr Bros. Television had 15 h1ghly rated primc:timc 
sene:. on the air. mcluding such longtime favontcs as the muluplc-award-wmnm!t 
Murphy Brown, as well as .'\l.'i/t'r.,·. ,\'tc.•p l~l' .'itt•p. /•(Jml~l' Maller\· and Fullllou.H', 

Wdrner Bros. Television's Fllends J:J the No. J m• ... comedy Jn lht• 

1994-95 primetime sedson. 

Warner Bros. Animation contmues to domm:.tte duldrcn·~ tclc\·isJOn progranumn[.! 
wirh SleYen ·'i !ht:r#: /'re.w:nl.\' AmmumuC.\, ru:-Aiamu. Jill.~' limn Atb't'IIIUrt'.\' and 
l'he Ad~·c:murt:!i (?f Hutman & //.ohm. for the 199.5-96 broadca«~C season, Wamcr Bros.' 
new 1 he WB Television Nc:tw"nl has ordered new ep1sodes ofth~ Peahody 
A ward-winnmg ft nimaniacs. as well as rhr~c new comedy scncs s,,.,...,, ·'i'''•/h,•rx 

/'reJc:nl.\ Frealr.-azmd'. /'mlr.:v & tht• Uram ( fa\.·urilc 
characcer~ from Ammumm \) and Jilt• S•,h·c:.Ha !'(· hn•c•n· Alnt•'rlt'\ (the. firl>t all-new . . 
"Syhester & Tweety" cpl\odc, pro<.lu~.:cd Ill more than three dc\:adcs) 



Warner Bros. Domestic Television Dtstribuuon is one of chc mdustry's leadm~ 
distributors of first·run and ofl-networL. syndtcated pro!otramnun!ot m the: domcstu.: 
marketplace. Its hits include the tlurd-lughcst·raced talk show . ./c:m~l' .feme."; the new. 
six-rimes weekly entenainmenl maga1.inc. I:'.\7RA- 11te h'mc:rtammc.•/11 AfaKu:.mc· (a 
joint cfTon of Warner Bros. and Time Inc.), and the ofl:..network lut:\ Famt(~· clllt:rJ 

a.nd lhe Fre.'ih Prtn(.'l! of Hd·Air 

EXTRA:The Entertdlnment HagdZJn~, producPd by T1me Telep1ctur~s 
Television (a joinc effort of Wdrnvr Bros. dnd TJm~ Inc.}, is th~ 
top ne1.1 sen es J n syndic~ U on. 

Wamer Bros debuted lc!lc!visJon's "fifth'' network on January II. 1995. rcadun~ 
about 80% ofl r.s household~ The WB Telc\lsu. ,, Network's uuual. W!!dncs­
day-mghl lineup features four di,·ersc comedies dc~t~ncd to <~pJ>C<tl to the 12-]4 alolc 
group. highly des~rable to adveniscrs. In Augu'lt 1995 The W B. a-; it is ..:ailed, will 
add a second primetime nighr and. in September 1995. will un,·eil its cxcitin!ot new 
children's programmin!ot service Kids' WB will feature six half-hours on Saturday 
mornin~s and two half-hour momin~ series on weekdays. 

Around the World, Into the Future 

More than J7% of Womer Bros.' re"cnues comes from ouhadc the U.S. Operating in 
49 countries, mnrc rhan any orher video company, Wamer Home V1deo in I 99~ 
ach1eved rccoro worldwide revenues of S I 5 bilhon. up 21% o,·cr J99J Succcssfi•! 
titles released in 1994 included J'h,, F"K''"'t'. An.· I ·,·mura /'t·t l>t'tt' t'iH't' and />on 
11/wh',, '/humh,·lma 

In January 1995 Wamer Home Video and Time Wanu:r l:utcnainmcnt partner 
Toshiba mtroduccd a cechnologu;al hrc:-.kthrough dml •~ c"'p~~rcd to pHn ide a maJu• 
boost to the already boomm!ot home \'Ideo !>.cll~through busmc!>s the dtgnal video dasc, 
or DVD. The Tosh1ba!Wamer Home Video DVD. with 15 times the o.;lorugc capacity 
of audio CDs or CD· ROMs, won the c:ndorsement of many of the: major ~,;onsumcr 
elec1mni~~ and film t;Uil1JliiiHC!t I>VI> plnycr!>t nnd dt~t.:!>t nrc c"pcclcd to he nvmlnhlc 
m the ncar future: 

Wamer Bros lntemahonal Telev"1on l>l'>lnhutwn is 1he world\ hu~cst d.srnhutor of 



pro~JTamming. It licenses feature films and telcvi~•on proltrams in more than 160 
~ountrics. WBITD will expand ics 81nhal presence in tel!.!'o•isk,il w11h I he creucion of a 
variety of thematic or general enrenammenc prognmuning servaccs. in both niature 
and emerging broadcasl marlc:ets around che world. WBTV-Thc Warner Channel, a 
24-hour, family~nented service for Latin America that will launch in the spring of 
1995. is Wamer Bros.' first cable' satelhte-delivered entcnainmcnt channel created 
exclusi~ely for the international marketplace 

GrcJnd Openi ng11: In 1994 lli.trner Bros . St udJ o Store.~ opened f l.tgSoJp 
outlets overse.:~.o: in London (TJght), Berlin dnd GJa~gow. And Jn 1995 

the co~any l•unched The W8 TelevJYJon Net~ork. 

11u: tmnpa1w hegan con.\·truc/wn tn /fJ')-1 of Wamt•r Hro.\·. Mm·1e World. " rc:J.!wnal 
!hem(' parlc a11J .\111,110 complex 1o dl!hut m /IJIJ() m lht• Uhmt' Uuhr rt'J.!WII of 
( iermull)', mm.lc.,lt•d on the.• .'liua·t~.~.rful Warner IJrm tJl'l(' World 111 Jln\hanc.·. 

Au.urulw AttJu: end t~f JIJIJ-1 Wurnc!r Hro.\ lntt•mallmuJI /hc.atrt.'.\ operaft•d or hut/ 
an mtert'\/111 J(j mulllplc!.'CI!.\, c:mnt.\lltiK of l!J-1 .H·rn•m 111 'itt , ·mmlrJt'.\, mdudmK the 

II. K .. ( iermuny mtJ Japun-M·IIh It'll adl.llllmwl muluplet:t'\ (X I \'Ut't'IH) Jlamwd /or 
/(JIJj. 

/9941/99~ Broadcast ,)eason Prime1in1e 
Programs 
lf'tiTIICr ltrtl.~. Tcln•i,itm 
FR. 
Famtly Maller.'i 
Frumd\· 
l-ull lloll.\l' 
lilt' ( h•or~,. C arlm Sho"· 
J'he (jreaf JJe.fenJer .. 
llan~m' H'lfh .\1r. ( 'ooper 
/I opt' (\'· ( ilorta• • 

KunJ.! Fu. /he l.eKenJ ( 'ontmue.\ 
1-tvm~ .r..,'mJ.!/e 



/.ou & ('lark: Inc: New AcJ,•c.•murc,· of Supermun 
~.:Ju:me lla/1 • • 
urph;~ Hrow·n 
( )n Our O•m 

/he l'urent 'Hood• 
l)cnntmon • 

S1.~1er.~ 

S(lmethlng W1/Jer 
.\·,,., hy Step 
IInder Su."iplt"Wn 
The Wuya1u Hro."i. • 

Witt-Th 1mas ProJuctimu 
IJaJJy'.'i (iu·l.'i 
1 he John l.ormqucll~ Show 
II., de• 
I he ( ~gi,·e•• 

Tl1e Wll Televidtm NetMwrk 
u.<ic/t! • (.'iee a/.w Will- 'fhomu.;: /)ro~..lmlltm.,) 
l'llt' Parent 'JiooJ• (.u:e al.m WH'Tl) 
l Jnhupp1ly l!'l•er After• 
J'he Wayan." Hrc'·"· • (~ee al.m WHJ'J ') 

Wal'lrerllrtiS. lJumc-.\'lit• Pu)'•TJ1, Cable mu/1\'~tM·tJrk Pe11l11re.\· f>Ldrlhutitm 
l,we From the HoU.H' t!f Blue.-. 

•1 Y9 j Jehu/ 
••Mar,·h 19Yj dehut 
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.c;;;_,. f"/aJl ... 11teme Pork~· .\'tJtlretllo 11ew lu!igltl.'t' ;, [11n1i(v 
,.,,,,,,,ll,,nf!llt. 

SaJl IIIli~\ 'J heme l•arb. wrth more tlum ll nullum vuuhtfll nntlnnnunl u.'\t'tlllt'll nl 
lllOI C thun ~,5()(} nuJhun, i1 the fllri~C!II fCi11Uflllltheii1C·p&11l CCIUIJUIIIV Ill lh~ WCU hi Ill hi 

tlu.: No 2 theme·pnrk company overull. It IS huth 1i st10ng cush·llhw hllliiiiCNM in liM 

own nght and a unique family-oriented venue to mnrkel and men.:lumd1~e Time 
Wamcr's many familiar brand names and tranchises 

--------------------------------
Every ye•r Six E"l•gll 1.5 chosen by more dnrl mon• Amer J caM; tJ~; t /Je 
place for f•mily fun. The compdn>•'s .seven pdrks-wJthin .-:~ day's drive 
of 8~ t of t.he U.S. population ,ue bei nq upgr<Jde<J constantly with 
Jmproved themJng and popular ne~ rides lik~ Vlper dt SlY. Fl~g~ MaqJc 
MountaJn in Los Angeles. 

Since Six Flags' manag\!mcnl was taken over by Time Wamcr in 1992. il has 
registered its best years ever. with record EBITDA coming from hight.:r <!acndance. 
higher re,·enues per visiror and greater in-park spendinl.(. The company'~ national 
comparative- •uke1ing strategy ha!\ succeeded m crcntin~ n two-company calc~ory 
and has signil>cantly increased lhe public's unail.ted awarcnc:~s oflhe Stx FlaHl\ brand 
(from 3 7% in 1992 to 60% in I 994 ). 



Six fl<1gs hds drld~d n~w rides 
thr oughou t its p11rks. Populdr dtt.rdct;ons Jncludt• Six Flags WJld 
Sa f c.rJ Animdl Park {New Jersey),· VJper (Ca.l i tornJ. d); i"osemJ t:e S.1m 
Sierra fd.ll~ (C.J.lifornia); virtu.Jl-retJlir:y f.ligl1t .·dmul.Jt.or Space 
Shuttle Amerjca {Chicago}; Ninja (Atldnta); and Bdtm~n Spectacular 
Laser & flreworks Show (Atldntd}. 

A Business for the '90s 

As many predicted. family entertammcnt has emer~ed as a key growth sector m the: 
economy ofthe '90s. In addition. the trend toward mon .. • frequent. doscr-lo·homc 
vacations has also been gro"'mg. S1x Flags--wnh .sc\en regtonalthcrnc parks in such 
major markets as Nev. York. Chicago and Lo.) Angeles··•s umqudy pos••aoau:d 10 

bcne.fit from these 'lr..cy trends Fully HS% of the t j S pupulat1un •~ \\lthm a Jay's dnvc 
of a St~ Flaps park 

Thernmg in each park's Jimtasy areas has been conunuall} enhanced a11d c~pandt>d oy 
Six Flags' acces~ ., the vast array ofTime Warner properties Batman The R1de. the 
world's J>rst inverted. outside looping thrill ride-already at Stx. flags Great t\mcrica in 
Chicagv and Six Flags Great Ad\tcnture in New Jersey, between New York Citv and 
Philadelphia-opened at S1x Flags Magic Mountain in Los Angeles 111 1994 and will 
debut at S1x Flags Over id-Arnerica in St. Louis m I 99c; 

Also m 1995 the new Batrnan For,ever Stunt Show will premiere at s.,, Flags Map1c 
Mountain and Six Flags Grear Adveruure. to ~oincidc: with the rc:lca~c of the Warner 
Bros J>lrn. Six J:la'gs also continued its panicipation Ill toe Spons Jllustralcd Sports 
Festival, the world's lar!lest tr&\1eling ,poni tcstivaJ, in 1994. 

Exciting new rides and attractions arc coni inually hcing mtroducc:d Two new 
virtual-reahty fli!lhl sunulacors·Spacc Shurtlc Amcw:a The Nc::.;f Ct!nlul). <II Six 
Flags Great Amenca. and The R1ght Stuff ~ 1ach I 1\d\'cnturc cu S1x t·lags l;rcat 



Ad\enture..c:tebuted in 1994. Also prcm•erin1_1 were such Time Warner tie-ins as chc 
Police Academy Stunt Show. the Wamc:r MusiC Rock Re,ue. the Denms the: Mena~e 
Screen Test and the Robin Hood Stunt Show, as wtll as enhanced theming and 
additional rides in the parks' ar~ for younger guests. Bugs IJunny Land And th1s 
summer. the company will open Six Flags Hurricane Harbor. a 22-acre. 14-auraction, 
themed water p&B, adjacent to Six Flags Magic Mounaain The reiiultmg S1)1; Fl&i!ii 
California complex will be the .,rst rnulti~gared entertainment hk:aUon m the state 
The complllly plans to continue leveralling its resources and cxpenisc to create 

additional muhi-gatcd destinations around 
theme parks. 

Us existing 

Expdnded use of properties like Warner Bros.' Looney Tunes 
character.s have enh.Jnced SJX F'ldgs' dppC'al .Jnd exposure for Time 

Harner·~ bcands. ·--------

More than Thrills 

Six Flags' sponsorship sale~ rc:achcd new hc1g.ht~ m 1994. mdudmg blue-chip 
compames like Coca-Cola, MCI. Chevrolet anti Kodak New fanlas} -thcmce,; concept 
stores and restaurants debuted. such as the Looney Tunc:, Shoppc al Six Flags Grear 
Adventure and the new Mooseburgcr Lodge rcslauranl m 1 hgh ~1crra T"•mhH)' al Si\ 
Flalls Mallie Moumain 

Si1 Fla&s Them~ ~•rb 

Si1 fl•K• Califomi1: 
Six Flags Ma~ic Mountain 
Six Flags Uurricane Ha -bur 
Los Angeles, Califorma 



Si• Fla11 Ovf'r (;t-O,..ia 
Atlanta, ueorg1a 

Six flags Grear America 
Chicago, lllinoi~ 

Six Jolags Over Mad-America 
St Louis. MisiOuri 

Si~ I'Jags Grc-al Advtnture 
and Si.J 1'1ags Wild Safari 
Animal Park 
Jackson. Ne~ Jersey 

Sill fla11 Ovf'r Tt>us 
Dallas/Ft Worth. ·1 eu5 

Sill flags tlouslon: 
Six Flags AstroWorld 
Six Flags WaterWorld 
Housron, Te"as 

View secuons of the annual repon that ~over other rune Wamcr dl\'l'>lt)JIS 
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•TIME WARNER CABt.F 
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With qua1ity programming, innovative marketing and a 
revitalized pay-television environment. /lome /lox (,~,~'ice hit 
douh/e-digil growth. 

The bead~! in Premium Program min& 
New Pathways and Cop~umer Value 

Growth Through Divc.rsifictuion 
Going Globaf 

1994 li 80 Uighlights 

Home Box Oflicc adueved robust l2°'o FBITDA growth m I'J'J4. to $2~7 nulhon 
from $230 million 111 1993, thanh to the ongoin~ stn••1gth of ib core pa)•-TV 
businesses. far·reachin~ marketing campaigns. succe~sful new ventures and a 
renewed pay·television environment fiBO and Cmemax added 2.1.mlhon 
~ubscribers f'-'• d total of 27 million-the larg~st expansion of the ~ompany's subscnbcr 
base since the pre· VCR era of 1983. C'ontrihutin.lt wc:rc: gatns from cahle. 
direcHo·home satellite, wirele~s and the lod~un~ industry. The ~,unpany al·.o 
continued liS active expansion into mtcmallonalmarkctphu.:cs. I 

HBO-Programming- Financial Highlights 

su 13 s 1.441 

EBJTDA HO 



The Leader in Premium Pro6ramming 

HBO is the most·walched non-broadtasr network. and il regularly ourdruws rhc 
broadcast ne1works' primetime lineups in HBO homes (where HBO's promise of a 
new mo\'ie e' cry Saturday nigh I made it the top-rated network on Saturday nights for 
the f~lunh slraight year). HBO has established itself as the industry leader in 
award-"' inning original programming·reco!{nizcd in 1994 by IS Emrny Awards, two 
Peabody Awards and _an Academy Award for the documentary I Am a l'mrm.w Cits 
founh documentary Oscar in the pasr five years). In January I <)()5 II BO received four 
Golden Globe Awards (more than any ofrhc broadcast ncl'-''orks) and 23 CablcA(T 
Awards f.>r 1994 programs (more rhan the next three networks 4.:omhmed ) fiBU 
receJ\'Cd 230 honors and awards in I'J<J4 for us pro-p.ramminp.. a(h·cnisin~. 

promouons and marketing excellence 

Among HBO's provocative and critically acclauned 1994 original films were The 
Hurmng .\·eason, State of fmerRency. Whitt' Mtle and Ww ·h 1/unt. IIBO's probing 
documentaries. suc:h as ( iang War· Hungm' m 1.111/e Nod.. also won numerous 
awards and produced in-creasmgly strong ratmgs. The 4.:ompany continued to create a 
,·aried slate of family prop.ramming. prcsentmg 218 family-oriented shows in I 994 
Many featured unponant social themes and 111essa~c§. such as ( iollll{. < io.ng. A lmmt 
liane 1 Ammat ... rn l>cml(er, presented in asSOCiation '-'tth the World W1ldlife Fund 
HBO's J,'fowtng roster of award· winning series inclu~cs the ·best hour of comedy lHl 

TV": the Ernmy· and Cable ACE-winning duo of Jh,• Larry Sumla.'i Show. in its 
founh season. and /)ream On, now m Its sixth year They were JOined m 1994 by the: 
Irreverent soc&al commentaf)· of the new bnm)'-wmnmtz !>emil\ A /JIIer J.H't' 
Big·e\ c:nl coru.:c:l1!\ ICalurcd .upcr)tar~ like Bar bra Strc1sand (who headlined the 
fughcst-ratcd musrc special In HBO fustory) and Whuncy liuu~ton {lhc tirsH~\cr 
srereo TV tran~tmssion from South Africa) 

HBD's oriqJno~l proqr-ttnrnltlq r1w.o; the go~mut from dt.JIIId t• com~•dy ta 
ll.Jrd-h.JL(JIIq dut.:u•enfttl lt*!l (• /•tt klfiJ~~, !It ttl I Hill .It l••f'}: WI ft"ll 1/IHd; 



drtj n (on FoxJ; G.Jng w.u: 8.JngJ n' J n LJ t t lt> F\..;ck; Drt•dm On: Tht• 

Burning Sedson: dnd Whjte HJle. 

~omedy-from classic stdnd-up to grouna-bredklny 5eries-is d proud 
tradjtjon at HBO, exe•-~lJfJ~d by such award-winnJng progr•mming d5 

The Larry Sanders Snow sttJrring G.arry ShandlJnq (rig!Jt}, now ln its 

fourth season. 

flighlighted by November's historic championshap bout an whach .t~·year-old George 
Foreman became the oldest heavyweisht champ ever ( UBO's hi£thcst-ratcd program 
since 1990), HUO Spons continued 11s boxing preeminence in 1994. Ro~ing and 
other events distributed by the company's pay·pcr-,·ie"' service TVKO generated the 
highest lc"cl of event revenue. at rcta1l in the PPV mdustry for the founh consecutive 
year. In 19<)4 the divil)ion produced ib 20th anniversary telecast of Wimbledon and 
eMended its agreement to CO\er chc wodd's most prcshtfiVU~ tcmu' toummncrn fur 
another fi\.: years liB<) Spons' prodw.;tlon Arthur 11.\hc:: ( 'ttt::t•n of the.• World arrcd 
Ill September to w•de!ipread cnll~al acdaim. 

New Pathways and Consumer Value 

Wuh its high·profilc progranuning and marketing cxpenisc, I lome Box Oflicc is 
positioned to take full advantqge of pay television's expanding distribution 
opponunitu:s. such as hish·powered. direct-to-home satellite broadcasting. which 
extends the reach of HBO and Cinemax to vinuall) every hou!\chold in America. 
HBO Direct. the company's direct-broadcast-satellite division. has shown consistent 
growth. thanks in large pan to the power of Uome Box Office's brand names and the 
popularity of muh•channell lBO and Cinemax. 

The multaple-channel versions of JIBO and Cinema~-~wailahlc lo dll derccHo·homc 
subscribers and a growmg percentage ofcahle systcms .. cnhan" ;;on.._umcr value by 
offering sub~cnbcrs multiple c.:hanncls fi.lr lhc pncc of one, cxtendmg hoth 
penetration a11 :etenuon rate~ Another value enhancement. t IB<) en Espar)ol. fueled 
doublc-digll growth in HBO's penetration into th~: Sparush-lan!_tua~e market in the 
U.S. 

Cmemax continues as the industry leader in providing subscribers with more 
fihns~and more new films-than any other prenmun servic~. and is the highest·ratt.:d 
channel on cable after HRO Together. ffBO and Cincnun contrnuc to oflcr the most 
films of any pairinll of pay·TV servJccs. Mull1year film·ll~:cnslllg ugrcenu.:nts with 
Wamc:r Bros., 20th Century Fox. Sony Pictures. Paramount and Sovoy guamntt.:e n 
sready flow of strong theatncat product 

----------------------------------------------------- -------



George rorem<~n's stunning knockout of Hichd~) Moorer on Novembt.•r 5, 
1994, was HBO's highest-rated program in five years-anrl ~ worthy 
dddition to the network's tr.adJt ion of ring Cldssics, n•;tc•hing b.tck 

to the 197.5 Ali-rrazJ~r "Thrill.! Jn H.tnil<"~." 

Growth Through Diversification 
Bmldmg. on its succcs!llm pro~1ammmg and marketing. I lnmc l~ux < >tli~.:c lm:'\ 
contmucd to ttrow Its ancallary busmcsscs--such ":J bas1~ cahle. program production 
for broadcast televasion. home vidc!o and multuncdia--and to extend overseas. 
establishing itself as a growing force in the hurgconing .~:tlohalmcdaa industry. 

Insc.Jpe, HBO's joint venture ..,jth Warn(•r Hu.sJc Group dnd :~oft-wdre 
developer Hi r.h.ael Ndsh, is rele.:JsJng cut- tj ng-edge CV·ROHs J .z ke The 
Residents' b~~ Day on the H.zdwdy 

Comedy Central. Home Box Otlice'sjoml·vcmuae basic· ~ahlc dumncl. is uow 
a"ailable m ] I malhon homes Mo'it of Cmnc:dy Central's onguml programmmg as 
produ~~d by IIBO Downtown Produt.:ttons. mdudm~ three shows thar won bmny:. m 
199-t. Baste-cable challnel E! Entenainmcnl fell!\ ision . .$9% owned by Time Wamcr 
and mana~cd by I fBO. e~panded to 28 million households and achie••rd operating 
profits in 199-t. HBO lndcpendenr Productions produced three sene:-. 1h1s season f()r 
the fox network, mcludinp. Murtm. now in lis th1rd season liB<) I lome Vtdco 
markets a hroad range of vtdeos from its hhrary uf HBO onp.inal productions. 
made-for·\·idco programs. other non·theacrical product and feaiUrc films-anduding 
releases covered by a Jon.~:t·lcnn a~rccmc:nt with Savoy Pu.::turcs. such a. 1994's A 



!I rom· Tale and .\'lrudowlando;. 

Home Box Office's expertise in creating entertainment software positions it well for 
the technical challenges and innovations ahead. Investments in interactive multimedia 
for CD-ROM and other game/entertainment fonnats include 



~ ........... . 
~CAlLI 

Time Wt1r11er Ct1ble is the ctJble con1pnt1y beJt ptJJitiolletlto 
enter tile new {lge of telecommunications. 

The Power of Clu~tering 

The Future .is Now 
Near Term Mnd lle)'ond 
An Ex ulosion of Choice 

Time Wamer Cahl~ experienced robust internal has1c suhs~nhcr growth of more than 
4%, a 6% increase in pay units. 30% growth m adv~I1Jsmg and I I 0 'o growth in 
pay-per-view revenues in 1994. The d•vision continued its aggressive C\)llc.•ul of 
fiber-optic cable. began a muhifaceted entry into the telephone husincs~ and launched 
the Full Service Network(TM) (FSN)-·the most powerf"l and innm:ati .. ·c 
'ommunications system ever Introduced to consumer!) 

Due principally to government rate regulation of the: cable indu~try. J'unc Wamcr 
Cable's overall results were down 4% m 1994 , Tunc Warne1 Cable posted EBITDA 
of S<J8<J nulhon i11 I 'J'J4. down from S I O.l5 htll10n u1 19'H 

Cable .. Financial Highlights 

$2 ,24Z S2 .208 

teiTDA 



1~he Power of Clusterin~ 

Time Warner Cable is the most efficiently clustered of the world's leading cnhlc 
opcrator,s. wh1ch positions ac strongly for both expanded 'ahle revenues and entry into 
telephony. Wtth prospects for a pro-competitive approach to tclc..:ommunications 
regulation improving in Washing.ton. Time: Wamer Cable 1s po1sed to bring its 
technological. packattmg and programming strenttths to bear on a broader 
telecommunications marketplace 

The E"ull Serv.Jce Netwurk offers sub:;crJbers 
unpr~cerlented control, convenJen~t dnd 

choice-including the •bJJJty to f~st·lorwdrrl, rPwtnrl, pduse-~nd 
shop-dt the touch of d button. 

Dunng 1994 and early 1995 Tune W:tmer Cahlc and lunc \\••mer Inc.: cnh;r~d uno 
ab'T~:ements to ut~;:rease the number of suhscnher-; undc1 1hc1r man.t~cmcnl from 7.~ 
nullion to II.~ million. with thrce·tjuancr .. ofthcm m .l4 !{IOups ufutlcast WO,OOO 
( 19 of wluch ~rc: above 200.000 J. These 8£-reemenls mcludc:d rhe acquisitions by 
Time Wamcr Inc. of Sumnut Communi,.u1ons and KBI.COM (the cahlc ·.yslc:ms 
owned by Houston Industries. including the ~0% of Paragon that Tunc Wamcr Cahlc 
does not already own). the: creation of a joint venture, Time Warne• Fntcnammcnt­
AdvanceiNewhouse. adding systems with I 4 milhon subscribers. largely tn North 
Carolina, Florida and !\lew York State, and a merger hctY.ccn ·11mc Warner In,. and 
C'ablevision lm.. .tries. ;,dding ahout I.J million suh!!.cnhcrs Allthc<>c transactwns 
are expected to close in I 'J95 
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Time Warner's New York Cit)' Cable Group. already the Jar!lcsr cable duster m the 
world. reached a significant milestone in I <)(J4 when 11 connected its one·n1illionth 
subscriber. Followin!llhe completion of pcndin!llfansucltons. the company's Central 
Flonda !)ystem (Orlando) will reach 6JK.OOO, and rhc Tampa Bay system more lhan 
500,000. The benefits of clust,erinll.arc expc:cted to increase m an c:nvaronmcnt of 
competitive telephony and Full Scn'ice Nch,ork capabilities 

The Future Is Now 

The full Service Network debuted on December 14, 1994. in Orlando. oflcnn!l true 
vadeo·on-demand with full VCR functionality (the ability to fa~t-forward. rewind and 
pause). a variety of intcractrvc homc·shoppmg services and \ 1deo game~ and an 
mteractivc program gUide The FSN, created b) Time Wamcr ;aion!l \o\ uh '•h.:on 
Graphics. AT&T Network Systems. Scientific·Athuua &Uid I lew leu-Packard. will he 
h)Jicd out to 4.000 Orlando household" mer the ~our~c of 199-\ and nuuc than a 
do7.cn uddtlmnul scn·tcc~ will he inuodu~.cd lim. year l'hcy mdudc ShopperVt)>H.m's 
""tnual" !tUpcnnarkct and drugstore:. HBO on Demand. ltmc Int.: 'sand Tunc Wamer 
Cable's news-on-d •and collahoratton. The Nc~s b.chan!le (mdudintrlocal new~ 
and mfonnation from the Orlando Semmel). Warner Mu~u; (iroup's The: MagH: 
Music Sture. and Wamc:r Bros.' Omnm nav•gatwn system 

Ongoing research on the: Orlando families' usc of the Full ~cr•..-acc Network will 
provide Tune Wamer Cahlc with invaluable mflmtmtum ahout cnnMuncr prctcrem:c'i. 
pru:tntt and technolott•caJ options. and wrll aft(ud opponumt1es l(,r JOumahsts and 
~rcatave artists from e\ cry d1\ isaon of Tune Wamcr to explore the rn:my new crc:IIJvc 

and busmcss possibilities of di~ital. interac.;tt\'C, hroadlmnd nct~orlo..s 



N•n. York. l N~w~, T1m~ w.wrner C.wble of Nttw York. r.u:}-''·' p1on~erinQ 
24 hour loc•J r•bJtt ""'"'·' ch•nnnl, ~""' qrowth ln both r•t.Jnq:J "nd •cJ 

ttH'f'nu,. Jn llJtJ4 

Near-.. rerm and Beyond 

The uruon of tiber opti~~ and coa.ual cahlc: that Time Wnmc:r < ·~•blc cngmecrs 
pioneered '" 1988 was honored in 1994 w1th the cable mdu~try's fir,.t-cvcr tc:duucal 
Emmy Award. This architecture is not only pavinH the way f(>r the Full Sc1 vacc 
Network. but also improving current perfonnance. thanks to hcttc:r ~ystem reliability. 
reduced service costs and unproved ptcture qualuy. The mcrcascd capacity of 
"fiber-rich" systems also opens up many anracti\ e near-u:nn business opponunitics. 
including enhanced pay-per-view (Tune Wamer already gt:nc:ratc.s the industry's best 
PPV buy rates), mcreasc:d multiple~Cing of premium pay-TV. new product tiers anJ 
telephony. Time Warner C1blc is in its second year of the most awessive rollout of 
fiber optics in che industry. 

TJme W~rner C4ble ~o~on c.he indiJ.!Cry'.! (JrsC. ElM'" Aw<tnt for 
technological CJchievement. in 1994, recognizing t.hf• company's 
trailblazing .o. r=hod tor combinjng fiber opr:.ic~ dnd c:o.u.idl c<Jble . 

Time Warner Comrnuni~ations, the telephony divasaon of Tunc Wum~.:r Cable, took a 
number of 5ignif1cant o,t.e,p · in 19<)4 to enter both dt~o: bu~mc-;s and rcsideanial 
rdc:phon~ ~ctors, 1ncluding a ground·br~akmg agrc:c:mcnl pcnmHmJI Tunc Wamcr 
Cable's Greater Roch~«tcr Cablcvasion to otTer switc;hcJ business and rc~adcnllal 
telephone and tclc:t..ommunication~ scrvaces 111 that city. Also in Rochc:telc:phony 
dl\'t~ton of Time Wamcr Cable. tooL. a numhcr of sil(ruficant !.tCJh m I 994 to cnh.:1 
both the business and rcstdcntialtclcphonc ~~.:rors. inc.:ludmp, a JtroumJ·hrcakm~ 
agreement pennit·ting Time Warner Cable's Gro .. or Roche 



I 
.I 

Time W""rner Cdble '.s bcoddbdlld power wj 11 ent~blt" j t to ,·red te 

~ttr•ctive telephone /proqrdmmJng service p~~~~~ 

rune Wamcr Communications is currently operating in 12 location~ using fiber-opt1c 
SONET (synchronous optical netv.ork) rings to serve businc~scs and will continue l<) 

expand in 1995 The company also applied for pennission to enter the local telephone 
business in Ohio. t\nd Time Warner Conunumcations opened a state-of·rhe-an 
National Operations ('enter in Englewood, Colorado. pro ... idmg 24-hour management 
of the. company's telephone networh a eros~ the country In ho1h Its telephony 
mitiatave!t and m Its plans for the Full ~ern.:c Networl-.. ·1 m1c: W:nncr'.> ab1ht} to dra\Ao 
on the expcmse and resources of Tame Witmer Entcnammcnt pann~r tJ S Wf· ST h<h 
proven mvaluablc Thas pannerslup remam~ the prenucr c~ample o~· a rnucuall;: 
productave cablc-tclco rclationstup 

An Explosion of Choice 

Time Warner Cable continued in 1994 10 crc:th: ne~ J)fO!f.ranunm!l Ol)llons f()r 11s 
subscnbcrs and to c:nhan.:e existmg services. New York I News. Tunc Warner Cahlc 
of New York Ciry's innovative and honored 24-hour. all·nc.•ws channel. wh1ch wa~ 
launched in 1992, aclueved steady !lfOWth in ratm(ots and advc:nasm~ 1 C\'c:nuc durin~ 
1994. while continuinlltO seJve as a model for local news opcrallvns c:lsc·¥h~rc 111 the 
U.S. and abroad. The Se~a Channel. a new mteracuvc premium ser\'i<.:~ of which 
T1me Wamc:r l:men.ainmcnt owns 3.3%. offers owners of Sc(ota Genes1s 'idco-~arnc 
~ysterns the ability to play dozens of popular \·ideo game~ . HI <.:ahlc T\' for a sm~lc 
monthly char~c Coun TV !lrcw its subs~nbcr hasc fwm 14 nullwn to 17 nullaon m 
1994 ,\nd a joint 'emurc with Sp1cgel lmmchcd the Catalo~ I shopplllt! channel, w1th 
current plans to fo"'us on onhne intcracti\'c applacaiHllb and the hall Sc:rv1ce Net work. 

In areas not served by cable, lugh-power. direct-broadcast satc:llilc scrv•ccs arc 
providing customers with multiple 'hannels of pro8ranurin(ot (>nnh.·~rar--a 

partnership in winch Time Warner ,_,·ill own more than 10• o after completion of 
pcndin(ot system acquisitions--is rupidly e"pundm~ 1h \.ll'>hiiiiCI ha~e l'i111c W urncr's 
Pnmcstar I..:U!<>Iomcrs now arc .11 100,000. 



T1me Wt~rner Cdb1~'3 A3ldn Jnitldtive5 in 199 4 

1ncluded ventures dlmed dt bnng1ng c.able to Jdpan, Toilwan dtld Cldnt~, 

Growth opportunities for broadband cable networks nre also very promising outside 
the United States. In 1994 T ime Wamer Cable announced joint ventures to provide 
products and services to emerginll cable industries in Taiwan. nutinland China and 
Japan. And in January 1995 the Time Wamt.•r Entertainment partncrs··Time Warner. 
Toshiba. I fOCHlJ and US WEST~·announced plan~ to develop new cable systems in 
Japan. 

View sections of the annual rcpon that cover other J'ime Wamer divisions · 
• WARNER MUSIC CJROUP 
e \VARNER BROS. 
•stx FLi\GS 
•TIME INC 
•HBO 

Go to. 

•TIME WARNER CABU: HOMEPAGL 
•T'ME WARNER<. AALE FAC'TBOOK 

•TABLE Of CONTENTS 



OTHER INVESTMENTS 
COMt:O\' CENTRAL 
~OC/o owned by Time Warner Entenainm~.·nt 
31 million subscribers 
4 7% increase in net ad revenues oYer I QQ 3 

COURTROOM TELEVISION NETWORI\ 
55% owned 
Managed by Time Warner's American 
Lawyer Media, LP 
17 million subscribers 

E! ENTERTAINMENT TV 
49%own~ 

Managed by Home Box Office 
28 million subscribers 

THE SEGA CHANNEL 
33% owned by Time Warner Entenainment 
V1deo-~me pay-television channel 

BLACK ENTERTAINMENT TELEVISION (BET) 
IS% owned 
40 2 million subscribt:r~ 

TlfE JDO COM PAN\' 
I)% owned 
Developer of multimedia technology 

CRYSTAL DYNAMICS 
1 OC/o owned by Time Warner Entenainment 
Video-game software developer 

SA VO\' PICTURES 
3% owned by Time Warner Entenainmcnt 
Independent motion-picture distriburor 

JIASBRO 
14% owned 
World's largest traditional toy company 

AT ARI CORPORA TJON 
25°to owned 
Personal computer and video-game systems 

CATALOG I 
~o~~ o owned by Tune Warner Entena1nmcnt 
New home-shopping channel with Spiegel, 
Eddie Bauer and others 

TlJRNt:R BROADCASTING S\'S'I't:M 
19 6% owned 
Cable News Network <CNN) 60.7 million subscribers 



Headline News S4 4 million subscribers 
Turner l"etwork Television (TNT) 60 q million subsc··bers 
Superstation TBS · 61 9 million subscribers 
The C1.11oon Network II 7 million subscribers 

INTERNATIONAL INVESTMENTS INCLUDE: 
Cable (Hungary, Sweden. Taiwan, Japan. 
China.. Franu)• 
Channel (VJ (As4a) 
Classic FM Rad•o ( U K , Netherlands. 
Finland, Sweden)• 
HBO As1a• 
HDO Brasil• 
HBO Hungary• 
HBO Ole (Latin America)• 
Music Choic~ Europe 
N· TV (Germany)• 
Sky Network Television (New Zealand)• 
TV I 000 ( ~.;andmavia)• 
VIVA (Gennany} 
Warner Bros International Theatres• 
Warner Bros Movie World (Australia)• 

• Time Warner Enlenainment &nve~tment 

View seclions of the annual repon chat cover other Tune 'Vamcr div1s1ons 
• WARNER MUSIC GROUP 
•TIME WARNER CABLE 
• WARNER BROS 
•TIME INC. 
• SIX f'LAGS 
•IIBO 

Go to: 

• rABLE OF CONTENTS 
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TIME WARNER AND TI'ME WARNER ENTERTAINMENT 
REPORT RECORD COMBI.NED EBITDA FOR BOTH THE 

FOURTH QUARTER AND 1994 

Content Businesses--Publishing, Music, Filmed Ente.rtainment and 
1-180-Post. Combined 12°/o EBITDA Growth in the Quarter and 10°/o 

in 1994 

NE:W \ 'ORK, NY. ,..rbruary 7. 199!- Time Warner Inc (Time Warner) and Tune Warner l::.ntertlmment 
Company, L P (TWE), reponeu record <:ombined earnings bc:forc: mtcrc:st, ta"c •. dcprec•atann and amortt:r..atton 
(EBITDA) of S2 961 billion on revenues ofS IS 905 billion for I 9<>4, wmpared tu I:BI rDA of $2 829 hi Ilion on 
revenues of S 14 544 btllion for 1993 For the founh quaner, cornbincd record EOri'()A wa' SH2 7 million on 
revenues of $4 591 billion. compared to EBITI>A of S 760 m1llton on revenue~ of S4 119 btlhon in the t(lunh 
quart~r uf 1991 Ttme Warner's four contenl busu\e .. ~s--pubhshmtt mu~i,, filmed cntcrlammcnt. and 
I tHO--grew 1:!0 o an the 4Uirlc:r and I U% an 19Y4 as all po!tted rccurd 1 csult' f('' the <1uar1rr and the year Wtnlc 
1hc cable divtsjon posted a fourlh-quaner FJ.UTDA increase, full-year rc!tuhs wen: lower due tn the ellccts ot 
government rate regulation Below iue EBITI>A and revenue~ for the l(>urth t~uartcr and full year fin mrllions) 

Fourcll Qudrter Yedr 

uu un u~c 1993 
Tn« WMNI:R 

Putd .1 sh1nq s 1~'7 s 146 ~ 4.!0 ~ 312 
MU.!olC 2~1 21~ no (,4 j 

ENT£RTAINNEHT GROUP 

fllmed £nlec~a!nmenl 109 9f ':16~ '>4'1 
Pcog ranmlfHJ· HBO 63 61 2~7 :no 
Cablc:o 247 24~ 4fjr, 1, 0] 5 

s 760 5 2, '~tl $ ~.szct 

'4, Ut $15,10~ $ U,!UC 

C<'•nmcntmg on the companv's 19Q4 performance, Chairman ,md ('1·0 Gerald M Levan. satd "We 1uc plea~d 
thin the doublc-d1git gw"th nf our combmed ~..~.)ntent bu!llinc:\K\·-publt!>hmtt. mu~&c. tilrH\.."tf entcr111111mc:nt. 11ntl 
liBO--continued m I (}(14 v.1th all po1tang record rewlt!t for both the fourlh quarter and the vear l.nnlung 
forward. I expect the strong performance from our ~ontcnt bu~me~-.c~ to 'ontinue and for cable to rct•mcrge as a 



!>ttong growth area for Time Warner" 

Separately. Time Warner reported 1994 EBITDA for it wholly-owned Puhlt!lhin~ 11nd MtHu.: Gwups of $1 I ~0 
billion. up I 3% on revenues of S7 396 billion. compared to S I 0 I~ htiiHm uf FBI rllA un revenues of S6 ~Ill 
billion in 1993 For the fourth quarter. Tmu· W1unt"r's t:BITl)A totaled $408 million on revenues ofS2 287 
hill ion. compared to S 'ltd million of ElU fl.JA on :-c:venues of S I 960 billion in the year-earlier period Time 
Vlau nc1 also reported S 176 million of pretax income from it~ equity in the Enaertainment Group in 1994, 
compared to S2H I million for 1993 For the fourth quarter. Time Warner recorded a pretax loss of S I million 
from liS equity in the Entertainment Group. compared to 52 million of in~omc in tht• year-earlier period 

For the full year I 994, Time Warner reported a los!. of S91 milhun, cum pared to !.:?21 million 1n I 9<)3 The net 
lo~s applicable to common shares (atler prefcrr cd d1v1dcnds) was S I 04 m1llion, compared to SJJ<> million in 
1993 The loss per common share was S 2 7. compared to S 90 in I <J<H The I <)<H rt:~ult s included both a 
one-t1mc tax charse and an extraordinarv loss tolahng 

S I 27 null ion or S 34 per shar~ 

For the quane•. Time Warner r~ncd net income of S 12 million, -=ompared to S7 nulhon a year ago The ne1 
mcome applicable to common share~ was S8 million for the quarter, compared to 

S4 million for Lh~ same period of 1993 Net income per common sh1uc Wlh $ 02. compared to S OJ in the fourth 
quarter of I <193 

PUUUSHIN(; 

fourth-qu1r1er EBITDA for Time Inc • the company's publi1hing division ..... as a ret:(;rd 

$15 7 million. compared to S l.a6 million a year earlier For I t)CJ4, EBn DA wa~ S430 nulhon. abo a record for 
continuing operations. up I Mo. as compartd to sn2 million in 1993 1994's strong re11.ult:o. were driven by 
growth in magazine adven · ~in g. magazine circulation revenues and the comptsny·~ boo!.. 'businc~M!s Improved 
performances at People. Soorts Illustrated. Fortune. Southern Pro~rcss Corp, Bool..·nf-t~·-Month Club and 
L1ttle, Brown as. well as operating marg1n improvement conlributed to lilt.' mer all re,ult!\ 

MliSIC 

Warner Mus1c Group posted record lourth•quartcr EBITD1\ ol S251 milhnn. up 17° o, 'omp;ut.·cl tu S21 <. milllun 
in the lourth quarter 1993 For tihe full-year, EHrTDA "1as an llth-!>lraiglu 1c~ord S no m1llion. up 12%, 
compared to $643 million for 199.1 Contribucmg to the ycMr's results >o~oere mcrea§.C!I> in recorded music sales. 
bolh tn rhe ll S and mternationally as well a!) re"enue gains from mu!>ic publl!)hing and direct markctintr 
hu:-.tncsse~ Top worldwidc-~~oelling art ish mclude AJI-4·0'1e, Anita Ba"'"'. Eric ('lapton. Grct·n Day. LUI~ Miguel. 
Johmchael Montgomery. REM . Stone Temple Pilocs. Mariyn Ta"cu,hi and The J Tenor" In the quarter. 
Warner ,Music artists accounted t"' 1 hrec '"'f the fwe fHJmination' fi.>l the Hn1 A /hum of 1~ t't•m· (rrammy 1\ ward 

t:NTt:RTAINMt:NT (;l(()tiP 

nL,.H~I) ENTERTAINMU~T 

l·ourth-\juaner EBrT L>A from rhe hlmed f:.ntertammcnl husme~!>e!> wu a record S I 0(} million. up l.o~t•,;, \IC:I !IJ,U~ 
S9C> mtlhon a year earhcr l-or 1994. EUITI!)A waJ a. record SS6S million, compared to S~49 nullton fur ICJ9l 
Warner Urus and S1"' Flags each had record years f'or Warner flro:o.. 11 v..as rh~ l:!th·!olrJught yur of record 
EBITDA If "a!o another nutstandmg year althe dome .. ric bo" oflln· m !•If> ... fed by the: 'Olll:CC\\ oflnt~noi~M 
W11h /he I 'umtnr~ (S I 02 mtlhon 10 date). Mcm•m A ( S I 02 nulhon to date). /he! ( 'ftc.'lll ($92 m1lhun to date). and 
/11\do\llrt' (S77 nulhunlu date) Contributmg to tht' year's results were Increased re.cnuc .. from world"tde 
home "'dco, synd1ca1eon. lind conwmer product\ Warner Bro) lde\ISion''i shu .... "Ht" !!llhc h•Jl·ratcd nc" 
sho"' on network telcvl~lon S1x flags' unpru"cd rc .. ul! .. v.c1c dut'" In mcrc.•a..cd fc!\(.'IIU~' Jlef "'""" and mcrcascd 



attendan..:c 

1180 

The programming-HBO business had record folJnh-quarter ERJTI)A of S<>J million. compared to $6 I million a 
year earlier For 1994, EBITDA was a r~ord S2~7 million, up 12%. compared to S2JO million in 1993 The 
year's results reflect a ~iKnif1can1 nlCreasc in subscrihers to both 11UO and Cincmax ''' year-end, trn: ~~UbKriller 
count for Jtome Rov Office and Cinemu 11ood at 

27 million. up 2 3 million from 1993, the largest in..:rease for the ~ervice~ •in~.:c I ~)8J II' January, 1180 again 
dominated the CableACE Awards, winning a total of:;J honors I lBO also rc.."\:eived f()ur Golden Globe Awards, 
more than any ofthc broadcast networks 

CABLE 

J'mlc: Warner Ctblc:'~ FUrl ()A was $247 nullton in the quarter. w:nu~ SZ~~ rmlhun a year c:arht'r F.BITDA for 
19Q4 was $989 million, compared to S I 03 ~ b1llion m 19<H While rcvc:nuc!l from pav-TV units, pay-per-view 
programs. and .tdvcnising an'reased fi.)r 1he year. the increa'-'C was nHn( than utrsct hv the impacl of the 
government rate re~ulaul'm of the: cable mdustry For the year. tl~ sub~nhcr lla:-t• of r une Warner Cable grew a 
heahhy 4% to 7 5 mil110n from 7 2 milhon After the dosing of the thrt.·c announced tran~ctions with Summit, 
Advance!Newhouse and KBI.COM. Time Warner Cahlc w1ll haw apprn~unatcly I O n11llion ruswmcrs under its 
management 

Time Warner In(; is the world'~ leading med•a and c:ntenamment company, w1th interests in mab:!.t.ir.c and boo!.. 
publishing, recorded musiccompany, with interests in magazine and taool.. putalrstaing, recorded mus1c and music 
publishing, filmed entenainment 

1#111 # 

Att.tchments: 
Ill Consolld.ttea IncoMe Statement 
121 Notes 

TIME WARNt: R INC 
CONSOl,.IDAT£0 STA..-l:~1f:NT Ot' (}ftf:RATIONS 

OV BUSINESS St~GMENT 
(In milliom, nnpt ptr 1h1rr amounts) 

(lln•uditHJ) 

Thr•• Month• &n<Md 
o.c:.-:o. r ll , 

1994 1993 

Revenues: 

Publl!ihln9 s 991 

UftlC 1, )01 
lnlerseqment ellm~n&tlun 1~1 

OpecatlnQ 1ncome beforP 

t••r• En<Md 
I~c•llliber ll, 

:i J 1 4 3 3 

J, 1U4(, 

!2 Ji 

199J 

~3. 210 

J, J l 'I 
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depreClClltlon ~nd Cll~rt1zat1on: 

Publlsh.Lnq ! ~"') 

U8)C 2~1 

4UB 

Depr:eclat..ton and 
amoct..l zat l•')n Ill 8) 

Operat1n9 1ncorne .290 

tquu.y 1n pretax 1ncome Uosa) 
of Ent. e ct...tl.nn~ent. 
Group, substant.tally all niE (1) 

Interest and otne 1r, net 12101 
Corporate expense• I 191 

I nco~ before 
1ncome taxes 60 

1ncome t.sxe:; !48) 

lncom~ l}oae.J tie f oco• 
extraocd1nacy ltem 12 

Extraord1nary loss 
on ret1. re~~~ent ot debt, 
net o! s:n mllllon 
1ncome tax benef1t 

Net 1n..:ome (_!oss) 12 

Pctterced dlV.tdend 
requJ.cements ___l.il 

Net lflCOII\e (lOS .51) 

d£Ellcable to 
common shares 

Income 110.9.51 
per common share~ 

III<'Oine (1011.1!1) 

betore-e~triocdlnary 
1.tem 

s a 

s 0.02 

146 

ll~ 

J(ol 

I 108 I 

l~J 

:z 

jl1~) 

(11) 

6 ~ 

(~61 

., 

( l) 

~ 4 

s 0.01 
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Revenues: 

fllmed £nterta1nment 
Proq.ramm1nq - HBO 
Cable 

379.2 377.2 378. g ] ,. ... 7 

ENTERTAINMENT GRQUP 
COMBINED STATEMENT Of OPEBATIONS 

BY BUSINESS SEGMENT 
Un million•; uneudiltd) 

ftl..:.e Non th• &nded Year:• •nded 
~ 1 r: )1, Dec~r: 31, 

Utt Ufll Utt un 

Sl,399 $1,312 s ~' 04 1 
391 381 l, ~13 
~19 ~51 2,14: 

$4,'>6~ 

l, '4 41 
2.208 

Int.er5eqment. ~!1m1nat1on (6~) ( 851 12871 !2511 

Total revenues S2,304 

Operat1n9 1nccme 
before deprec1at1on 
and dlrrtortlZ.ttlon: 
fll~d Ente.rtdllnment ,. 

" 1051 
Pro~rarmu.n9 - HBO 6) 
C.ble .J.ll 

419 

dmort1zat1on 12401 
l7'9 

Interest. and ot he.r, net 116~1 

Co.rpo.rat.e :5erv1cea 
~· 

!nco~ !loss) b~tore 
1ncome taxes ( ll 

Income taKe-. 

lncome I loa.s) befo:e 
ext raord1nary ltl"m (1) 

£.xtrdlordlna.r'r' 105.!1 

011 ret1remenl ot debt, 
net. of S7 m1ll1on 
:n.:orne taK b;:,rlef 1 t 

S2, 159 

,. ... ~€, 

6: 
242 

H9 

( .2 3 4) 
~ 

cHtn 

~) 

;; 

~....!....!.!!! 

( J 4) 

:i8.'>0'f 

,. 
~f ~ .. 
2~7 

~ 
l. 8 J 1 

___ _:19~91 
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Net 1ncomP tloss) $ ( ll 

TIME JIQNElt INC. AND ~NnltTA:tNMEN'T ~OUP 
NO'US TO S'tAT'EHZWrS OF OPE-AATtOloll 

Not• 1: &nterta~na.nt Group 

~ 114 I $207 

The Entert·ainment Group con~ists of the Filmed Fntertainment, Programming-HBO and Cable busincsse5, 
substantially all of which are owned by Time Warner [ntcnainment Company, L P (TWE). a Delaware limited 
parJnership in which subsidiaries of Time Warner are the general pan ncr~ and subsidiaries of ITOCHU 
Corporation, Toshiba Corporation and U S WEST. Inc arc the unafliltued limited partners The operating 
results of the Entertainment Group are reponed by Ti'lle Warnrr on a .. econsolidatcd ba!>l~ No portion of TWE's 
net income for the years ended December 31, 1994 and 19CJJ was allocated to the !united parwers Within the 
Entertainment (;roup. the revenues and operating results of Filmed Fntertammcnt mdude the revenues anJ 
openting results of W&lll4:r Uros and Si)( Flags 

Notr 2: lncom,. Tur' 

The relationship bet"'cen ;ncome before income IUC!> and income taJ( C\.l)Cnse of Tune Wamcr is am~clcd by the 
amonization of goodwill and cenain other tinancial staremenl c:'penses that are not deductible for income :ax 
purposes. and by a charge of$70 million($ 19 per common share) in the third nwmcr of 1993 to reflect the 
enect on the c-ompany'~ deferred federal income rax hability ofthe increase in the corporate tax. rate enacted into 
Ia"' in August I 99J Income tu expense of Time Warner includes all inwme taxc!- related to h!- all<x.·ablc share 
of partnership income and its c:quity in the income tax e'l(penlloe of corporate !l.ubsidiaries uf the Entcrtatnment 
Group 

Conlart: 
Edward Adler 
212-484-6630 
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Bulldtug· Gtot»aJ Bra-~d~ 

Financial II it:blighcs 

Year.t l·:.nded /Je,·emb..•r JJ. 
(mllitons. except per share amount:~) 
EUlT[)A• 
fin1t- \Varnu 
Publishing 
Music 
Music • other losses•• 
Cable 
E.ntrrtainment Group 
Filmed Entcnainmcnt 
Six Flags Theme Park!• • • 
Broadcasting • The Wll Network 
Programmins • HBO 
Cable 
Combint..d EUITO,\ 
<.:nmbint'd Rtvtnues 
Loss bdort tUraordinary it~n• 
Ntt loss• • • • 
Loss ptr con1mon share, afltr prrftrrtd 
dividend requit1'mtrm: 
Loss before extra( rdinary item 
Net loss•••• 
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B'-UdiDI Global Brands 

Ln'ln 
U~o~mNn and Ch~ef E"e~:YU~-e Ofl\ur 

Dt:AR SllARKIIOU)ERS: 
For Tame Warner. 19Q~. was a year 
of important straleKic achaevements 
that will strengthen our growth 
prospects for years to come 
Understandably. the altret:-:1ent 10 

acquire the.- remainin8 80"'• uf 
Turner DroadcasunK rcccavcd the 
most attention, hut 1111 our init•ativ~~ 
were important to 1 ime Warner's 
future Thanks to our cahlc 
acquisitions. for example, we now 
ha't'c the best-clustered systems in 
many of the country's lop nliHkcts 

We strengthened our balance sheet 
and simplified our operatmt_~ 
structure by bringmg our 
entenainment propert•es undct one 
management With th~ dedsion by 
our international panners. ITOCHU 
and Toshaba. to become equity 
holders in Time WAJ ncr. we began 
rest~cturtnt~ our entenamment 
pan ncr ship 

The crowding of so m.:~y signafkam 
events into a single year shouldn't 
diminish a sense of thear lonH·tcrm 
unpad T o~t·t her, they will help 
bnn!l supcnor returns to 
sha.reholders But before we 1\)0k at 
th~se e't'cnls in more d~plh, ~e 
should also rernembt•r that amid the 
changes. <~Ume thmgs stayed the 
same First and foremmt. the 
immediatt. measure of our succe!>S 
conunued to be found an the d1ulv 
decas1ons of the null10n~ of 
consumers around tht world who 
tum to our brands and creative 
output for the besl in cntertainmcnl 
and informa1ion 

ANOTIU~It \'F~AR OF STHONG 



PERI'ORMANCf: 

As a re.sult, Time Warner had 
ano1her year of outstanding 
operating perfonnance Four of our 
businesses achieved records 
Excluding a one-time resmrctunng 
ctw~e. Warner Music also posted a 
record year. 1ts 12th in a row Three 
·- T1me Inc, Warntr H10s and 

Home Hu~ Otlice (lfBO) ··turned 
m double·d1g11 growth Cable 
returned to its traditional pauern of 
double-digit gains m the f'lunh 
quaner. The revenue slump inOicted 
on cable by rcregulation, which was 
a prime factor in the sluggish 
performance of our stock, is clearly 
over 

The yev •head promises to be a 
good one All our businessc!> arc 
pcrforminK at or near the top of 
their industries Their combined 
opera1ing performance should 
contmue to generate \o'Cry healthy 
growt11 
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anagement's Discussion and Analysis of Results 
of Operations and Financial Condition 

Time Warner has interests in three fundamental areas of business. Entertainment. consisting 
principally of interest) in recorded music and musk publishing, filmed entertainment, broadcasting, 
theme parks and cable television programming, News and Information, consi$ling pnnc1pal1) of 
inrerests in magazine pubiishing., book publishjng and direct matketing. and T decommunications. 
consisung principally of interests in cable television systems Substantially all ofTime Warner's 
iorC'resrs in 'ilmed entertainment. broadcasting. theme parks, cable television programming and mo~t 
ofits cable tele¥ision systems are held through the Entertainment Group, consisting principally of 
TWE, which is not consolidated for financial reporting purposes. TWE manage~ the 
telecommunications properties owned by Time Warner and the <.,>mbined cable telev1sion operations 
art conducted under the name ofTime Warner Cable: Capitalized terms are as defined and 
described in the ICC4.-mpanying consolidated financial ~latements, or elsewhere herein 

Strateeic Initiatives 

Sienificant Transactions 

During JQ94i, Time \-Ierner 1nd the Enter1ainmcnt Group embarked on a pwgram to 1mprove their 
financi&J condition and mcrease their overall financial flexabihty through the lmtJatlon of an asset 
saJes program and significant debt refinancings Time Warner 3nd the Entertamment Group aJso 
pursued signiftcant, strategic initiatives during t995 through their cable television operations and 
through a proposed merger of Time Warner and TBS These initiatives are pan of a continuing 
strategy to further enhance the strength ofTime Warner's interests in enttJflainment anJ nt"ws and 
information, and to attempt to use existing and acquired cable television systems to establish an 
enrerprise that will be responsible for the overall managcmem and financing of its cable and 
telecommunications interests In pursuit of these :.tra.tegic initiatives, lime Warner and the 
Entertainment Group announced or completed a number of transaction~ in 199~ and early 1996 that 
na\·e had or are expc:cte ' •o have 1 significant effect on their results of operations and financial 
condition Such tr1nsact1ons include 

The September 1994i announcement of fame Warner's agreement to merge w1th TUS by 
acquiring the remaining 80% interest in TBS that it does not already own, 

• The acqui1itiona by Time Warner of Summit, KBLCOM and CVI and relatc:d companiu, anc.i 
the formation by TWE of the TWE-Advanc.e/Newhousc Par1nership, which together 
strengthened the geographic clusters of the cable television systems and substantially 
increased the number of cable subscribers managed b]' Time Warner Cable (collectively, the 
·cable Transactions"): 

• The exchange of ITOCHU'~ and Toshaba's mterc)IS in TWf for equtty Interest .. m Tunc 
Warner (the •1 r<.>CHUffoshiba Tr~tion"), 

• The refinancing of approximately S4 billion of public debe by Time Warner and the execu110n 



of a new $8. 3 billion credit agreement, under which approximate!) $2 7 billion of debt 
assumed in the Cable Transactions was refinanr~ by subsidiaries of 1 ime W4, .1er and S2 fl 
billion of pre-existing bank debt was refinanced by TWE (the "Debt Refmancings"), and 

• The saJe by Time Warner and the Entertainment Group of certain assets under an asset sales 
program, which raised approximately S 1.6 billion on a combined basis for debt reduction, 
including the sale of S 1% ofTWE's interest in Six Flags (the "Six Flags Transaction") and the 
saJe or expected saJe or transfer of certain unclustered cable television systems owned by 
TWE (the "Unclustered Cable Transactions"). 

The nature of these transactions and their impact on the results of op.... at ions and financial condition 
of Time Warner and the Entertainment Group are further discussed below 
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TIME WAltNBR 
t t,M -'""'l-"'- a •~oa'T 

ltl!tl4tti. Gtobal :Px-titt~ 
Ttlttommunications Stratep 

In 1994. Time Warner embarked on a strategy to expand its cable telev1sion bu'ine5s, leading to 
agreements to combine with or acquire cable television systems serving approximately 3 7 million 
subscnbers, This strategy was based on management's Cltpectation that there would be a signifacailt 
increase in the value of cable television systems related, in part, to a future convergence of the cable 
and telephone industr'cs which would provide cable companies with an opponunity to operate large 
scograph1c clusters of cable television systems for purposes of mnimi1.ing the develr.pr 1ent and 
distribution of new and improved services on a cost efficient basis, such as increased channel 
capacity, high speed data tr,.msmission and telephony servicr., 

During 1995 and with the acquisition ofCVI and related companies in January JCJ96. Time Warner 
completed its plans fN the expansion of its cable television busine~). thereby slrengthenmg its 
gcograph1c clusters of cable television systems as previously envtsioned 1\lon!l w1th mternal 
growth. the acquisitions of Summit, KDLCOM and CVI and rel.ttted companies, as well as the 
formation of the TWE.Advance/Newhouse Partnership, l •• ,reascd the total number ofsubscribcr' 
under the management of Time Warner Cable to II 7 million. as compared to 7.S million 
subscrihers at the end of 1994. Time Warner Cable has also extended its reach of cabk television 
systems. to neighborhoods passing 18 milijon homes or close to 20% of television homes in the tJ S 
In addition. there are now 35 geographic clusters of cable telev1sion systems scrvinM over 100,000 
subscribers each, including key marketi such as New York City and State, central florida and Nonh 
Carolina. Time Warner does not ~rrently plan to make any more sis.niftcant acquisitions of cable 
television systems. but instead Intends to continue to refine its geographic clusters by exchanging 
certain unclustered cable television syMems for geographic.a.Jiy·strategic one!> or by selling 
non· strategic cable television systems as part of the Company's continuing asset sales program 
Management continues to believe that the increased siz.e and concentration of its subscriber base 
will provide for sustained revenue growth from new and improved services, and proviJe ~ enain 
econ.:>mies ohcalc relating to the upgrade ofthc technological capabtlit1es of Time Warner Cable's 
cable television systems 

anagement believes that the future convergence of the cable and telephone industries has been 
substantially conflrme( ·,rough \anou~ events within the industry. includmg the February 199<.. 
enactment into law of !>weep1ng teleC'ommunicauons mdustry reform Among other features, the 
Telecommunications Act of I <J96 eifc~tivcJy rcmove5 regulatory barncrll that historically proh1bitcd 
cable television companies and local and lonM·distance telephone companies from compctin~ m each 
other's business. In additil,n, the new law eliminates most cable rate pricing restrictions in 1999, and 
earlier under cen..Un circumstances Time Warner expects thai the relaxauon of cable ratt. regulation 
m 1999, "long •o~oJth pcumtted c.ble rate price increases for certain regul1ted serv1ces that went anto 
etfect on January I, 1996 under a separate Time Warner agreement with the Federal 
Communications Commission (the "FCC"), will provide enhanced pricing fle'1Cib1l ity that will help 
finance its cable and telephony expansion plans 

Tbe next phase ofTime Warner's telecommuni·cations strategy 11 to Simplify the structure ofth 
cable and telecommunications properties by bringing such ptopenies together. so far as practicable 
and on a tax-efficient basis, into an enterpri~ that will be responsible for the overall management 
and financing of these interests The f1r5t step of this process was completed m 19<>S when ITOCIIU 



and Toshiba exchanged their interests in TWE for equity interests in T1me Warner The 
restructuring process depends, among other thmgs. upon successful nc:gotiations \\;th U S WEST 
and certain creditors~ and the receipt of franchise a"d other regulatory approvals Accordin!{ly, there 
can be no assurance that the effort will succeed In 'the interim. as contemplated by the 
TWE-Advance!Newhouse Panncrship agreement, Time Warner m-.y transfer cenajn of its 
nrwly-acquired cable sy5terns to the I WI:-AdvaocelNewhousc l'artnC'r~h•p on a tax-cflicient basis 
Such transfers, if they are made, are expected to be structured so thAt the systems will be transferred 
subject to a portion ofTime Warner's debt, thereby reducing the tinan..:iallevcrage of Time Warner 
and increasing the under-leveraged capitaJization of the TWE- Advan,e/ Newhouse Pannership and 
consequently, TWE. 
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TIME WARNER 
tteA AMN\,\AI. II•'PDRT • 

Bq llc(h:ig Global Bra\lds 
I 

T IJS T ranSiction 

With the announcenxnl in Septembec )<J•)\ uf'hmc Warner's plan tn merge with TBS, Time 
Warnt"r has taken a ilrategtc 5lep I hat would further enhance Time Warner"s interests in 
em enainment and news anJ information asst"t \while improvmg the halancl' hctween such intcH·sts 
and its interests in the telecommunic.:ation' husincS<Ii The addition of'l BS' news and ~ntertainmcnt 
programming netwo1 ks, lilm and canuon hbranes. film production c.:mnpanics and sports franclnscs 
•~ eKpccted to complement vinually all ofTtme Warner's bw~•nc~!li mtctcsh 3nd l""l and the emphas1s 
on growth throu~h Ttme Warner's mtercst!o m 11~ entcrtammcnt and ncwlt and intcmnatton 
buslnesses 

The TBS Transa\:tion provide' for the merger of each ufTtme WarncJ .snJ TBS wllh )t:par ate 
subsidiaries of a holding company ("Nc:w Ttme Warner·) that wtll cumhmc. for linanctal rcportm~ 
purposes. the: consolidated net ancts and CJJl('lating re!iuhs of Tune Warner and TBS llaS<'d on 
TBS' fmancial po);tion and results of operations as of and for the year ended Dcct·mhcr 3 I, I Qq~. 
and giving pro forma effect to the TBS 1 ransartion as 1f it had occur red on December 3 1, 199 5 for 
balance sheet purposes and at the beginning of the y~r for 3-lllemcnl <tf opcrataons pUI poses. the 
lllcrcmentaf effect on Time Warner reflected in the combined pro forma financial sta.l!menls of New 
Time Warner would have been (i) an increase in shareholder's equity of approx1m~tely ~, 3 b1ihon, 
principally due to the issuance by New Tirne W~trp~r nf appro'ICimatc:ly 177 H miiiHm ,hares of 
common stock, (ii) an increase in long-term debt of appwximately S2 5 bilho11 due to the 
a..'>sumption ofTBS' debt. (iii) an increase'" goodwill ofappruximatdy $7 9 billion as a result of a 
preliminary allocation of the excess cost over the net book value of assets acquired, (iv) an mer case 
in revenues of SJ 4 billion, (v) an increase in EBITDA (as defined below) ofSS:4 million. (v1) an 
i.1crease in depreciation and amorti7..ation of SJ 77 million, including approximately S200 m1ll1on of 
nonc.tsh amortization of goodwill, (vii) an 111crcase in operating income of S 14 7 million. (v1ii) an 
increase in net lou of S) II million dnd (ix) a reduction i11 net loss per «:oi ... nun share of S I 2 per 
common share resulting from the diluuve eiTe~o:t of 1s~umg I 77 8 nulhnn shaft:!> of common srod: 

The TBS Transaction IS subject to customary closing conditiOn!-. mcl .. ctmg the: ;~pprm al of the 
shareholders ofTBS and ofTm1c Warner! all necC'ssary approvab of the I·("(' .wd appropnatC' 
antnrust approvals There can be no assurance thJit all these approvals can be ohtamed or. in the 
case: of governmental approvals. 1f obtained, will not ~conditioned upon changes to the terms of 
t! e merger agreement or lated agreements 

Un of t:tUTUA 

The following comparative c'iscuuion of the results of operattons anti fmanca01l condition ol rm1e 
Warner and the Entenainment Group includes. amonM other facton, an analytois of changes m the 
operating income of the bu:unus seMmeniS bctore depreciation and arnon1t.a1Jon ( "HJITDA M) m 
order to eliminate the dl"ect on the operatinM performance of the m01r.ic, f1lmcd entcnamment and 
cable businesses of o;ignilicant •mounts of 1mortization of .ntangible assets recoMni1cd in the S 14 
b1IIJon acquisition of WCI in 1989, the S I 3 billion acquiwlion of the A TC tniOl>llt y mte1 est in 1992. 
the S I 4 b1llion acqui5itions of KRLCOM and Summit in 1995 and other busaness combinattons 
accounted for by the purchase method, including the S904 mtllion acquisition of ('VI and related 
Lompanies m January 1996 and the proposed TBS merger wtth respect to certam dtS.CUS!>IOns on a 



pro forma basis. Fmancial analysts l(cnenlly consider ElllTDA to be: an important mc:"asurc of 
comparative operating performance for the busintss.cs of Tune Warr1er and the Entenainmcnt 
<iroupz and when Llsed in comparison to debt levels or the co11crage of inlerest e:-.:pcr.se. as n 
measure of liquidity However. EIHTDA should .>e considered Ill addition to, not as a substitute for, 
operating coscs 
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-------------------------------:r ME WARNER 
t . , .. AN"Il .. L. ll• f ORT 

But,dtng Gtobal Bran.d s 
RESULTS OF OPERA TJONS 

1995 vs. 1 ~~" 

Time Warn·r had revenues of$8 067 billion. a loss of$124 million (S 46 per C(•mmon share) before 
an extraordinary loss on the retirement of debt and a net loss of S 166 million ( S ~ 7 per common 
share} in 1995, compared to revenues of S7 3% billion and a net loss ofS91 million (S 27 per 
common share) in 1994 

The increase in Time Warner's ne1 loss in 199~ was principally related to a S42 1111lhm ~"<traordinary 
loss on the retirement of debt (S II per common share) and S85 million Ill prcta."< losses (SS2 million 
after tax.~'s and S 13 per common share) related to cenain businesses and joint ventures owned by 
the Music Division which were restructured or closed As discussed more ti.Jlly bdow. the incrca:.c 
in Time Warner's net loss in 1995 from such losses was principally mitigated hy an overall increase 
in the fundamental operating income of rirnc Warner's business !iegments and IIH.:Jca~cd income 
from its equity in the pretu income of the Emcnammcnl Group, oflsct in pan by a dcucasc in 
investment-related income and higher imcrest cxpen$e on approl(imatc:ly S I 3 billion of debt 
assumed in the cable acquisitions The mcrease in Time Warner's net loss per common sh;bc in i99.'i 
aJso related to an increase in prererred dividend requirements to SS2 million from S 13 milhun in 
1994 as a result of the prefe"ed stock issued in connection WJth the 1995 cable acqutsitions and the 
HOCHU!Toshiba Transaction. 

Time Warner's equity in the pretax income of the Entenainment Group was $2 Sb nullion m 199S, 
compared to Sl76 million m 1994 As discusS('d more fully below, the Entertainment Group's 
operating results in 1995 reflect an overall increase 1n operating mcornc gcncratl!d by 11s businlsS 
'egments (including the contn-bution by the I"WE-Adva.ncc/Newhousc Partner .. htp) and an increase 
Jn investment-related in,ome resulting from gains on the sale of certain unclustcrcd ~able !lystems 
and other investmenls, oflset in pan by rmnority inteJCst e,.;pen.se rcJated to the consohdatinn ofthc 
operating results of the TWc-AdvancelNewhouse Partnership effective as ot Apnl I, 19\~5 

On a pro forma basis, giving ellf.ct to (i) the CaLle Transacuons, (ii) the ITOCIIUfroshiba 
Transaction, (iii) the Debt Refmaneings. (iv) the Six Flags Transact• ~ n and (v) the l 'nclu!>tcrcd 
Cable Transactions. as if each of such transact ioll!l had occurred at the h-.:gmning of the periods, 
Time Warner ~ould have reponed for the years ended December 31 , 199S and 1994, revenues of 
~8 74:! billion and S8 211 btllion. deprcctatton and amom1.auon of S9H milhon and $'>06 million. 
operating income of $6)0 million and $653 million, equiry in the pretax income of the bucrlatnmcnt 
Group of $286 million and S205 million, a lo!.s before extraordinary Jtcm of ~255 m1lhon and ~2<>6 
million (S I 02 and S 1 07 per commof"'. share) anci a net loss of S297 million and $266 nt1llion (S 1.13 
and Sl 07 per common sh. re), respectively The 1995 to 1994 oomparison of pro forma results are 
similarly affected by any underlying historical trends that .rf' unrelatl'd to the transactions gtvcn pro 
forma effect to therein, such 15 the S85 million tn pretu Mus1c D1vision los'lcs dtscussed above The 
increase 111 r ro forma over historical losses before extraordinary items for each period is pnnctpally 
the result of approximately $230 million in &r~nualized n< nCMh amonization of cenain lnl,:tngible 
assets recognized in the cable acquisitions whicb i' not fully offset by the pro forma eflC:cts of other 
improved net operating results a component of which is the pro fonna benefit from the net additwn 
of over S400 million in annualized EBITDA 

On a pro forma basis. givins effect to (i) the formatton of the TWE-Advance/Newhousc 



Pannership, (ii) the r'!tinancing of approximately $2.6 billion of p· e-existmg bank debt, (iii) the 
consolidation of Paragon, {iv) the Six Flags Transaction and (v) the \Jnduslered Cable 
Transactions, as if each of such transac1ions had occulTed at tht. beKinning of the pc1 iods, the 
Entenainment Group would have reported for the years ended Decemhc• J I, 1995 and /~1'14, 
revenues of$9.686 biJJion and $8,778 billioh, depreciation and amurti1at1on nfSI 078 b1lllon and 
S 1.038 billion, operating income of $994 million an(! $923 million, income bcfme extraordinary item 
of $203 million and S J 71 million anJ ne't inc0me of $179 million and 

S 171 million, respectively. The 199.S to 1994 comparison of pro forma re~ults are similarly a!Tectcd 
by any underlying historical trends that arc unrelated to the transn~1ions given pro f(;rma effect to 
therein. The increase in ·pro forma over histoncaJ net income for each pe1 tod principally results from 
the pr'l forma effects of a full year contribution by the TWE-Advancc!Newhousc Pannenhip, and 
interest savings associated with the refmancmg of TWE's bank debt and lower dcht levels r c~ulting 
from assct sales. 

The relationship between income before mcomc tal(es and income tax c.!(pcr.!lc on tme Warner i!l 
principally affected by the arnoniallon of goodwill a.nd cenain other tinancinl ~tntcmcnt C)(pen~e~ 
that are not deductible for income tax purposes Income tax e1'~cnsc of lime Warner indudes all 
inro ne taxes related to its allocable share "of partncr!lhip income and 11~ equity in the income tax 
eKpense of corporate subsidiaries of the Entenainmcnt Group. 

EBlTDA and operating income for Time Warner and the Entena.inment uroup in 199~ and 1 <J<)-1 
are as follows· 

Ye~~r f nJnl E8111>A ~II Ill& 
~ 

l.lcccmber 3 1 • 
(millions) 1995 1994 19?~ 1994 

Tlnw Wanwr 
1\lbiJshmt: $-H6 SHOS JICI S347 
Mus11;' (,'){f no 3~1 J(,(, 

Cable ')(I tS) 

Total S I ,256$ 1,150S697S71 3 --·---
E-na~n•lnntmt 
G,_, 
Ftlmcd 

S4'.10 s.uo S~5' S21 'I 
Enterunnmcnt 

Stx Flags 
(,() 135 ~,, 5(, 

~Part.:. 

Uro.dc.uhnjj · 
fl~eWB (66) . IMI) 

Nel'lllt)fl. 

rrn,r•nun1njl 2'H 2~7 .!7 .. 237 
IIIlO 

<.:able 1,275 9M'l SU1 '4 

I ocal S2,0~2 Sl,.!lll $'19~ SM5~ 

• Includes pnLu loa~e~ of SI.S mtlhun recorded tn 19<JIS rclalcd 10 o;,aum busu~cno •nd JUint '\'miW"C'3 UWToC:lll' .. lhc Mus1c 
f}IVJston wtuGh ~A.Cfc rea~1wcd ur clo~cd 
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TlMI WARNER 
t~~.<.·~~W,·&. .... G.T : 

B~t•lcttq·a ~loba\ U:ra~a~ 
TIME WARNER 

Publishing 

Revenues increased to SJ 722 billion, compared to SJ.433 billion in 1994 EBITDA increased to 
S476 milli"n (Tom S4JO mill1on Deprectation and amoniz.ation Amounted to S95 million in J99S and 
$81 million tn 1994. Operating income incru~cd to S381 million from S347 million Revenues 
beneflfed from increases in magazine circu-lation, advertising and book revenues Contributing to 
the re\lenue gain were increases achieved by People. Spons Illustrated. fortune and book publisher 
Oxmoor House EBITDA and operattng mcome increa~ed as a result of the reve.1u1: gams, offset in 
pan by significantly higher postal and paper costs as a result of pnce increases 

Music 

Revenues increased to $4 196 billion, compared to SJ 986 billion in 1994 EBITDA decreased to 
S690 million frQm $720 million Depreciation and amoniz.atioo, indudin~ aml•nll..ation related to the 
purchase of WCI. amounted to S369 million in I. 995 and $354 mllhon in 1994 OperalinH income 
decreased to S321, million from S366 million Operatin~ results were adversely aJTccted by ~8~ 
1mllion in lossc.) recorded in 1995 thai related ro cenain busineSS.C$ and joint ventures owned by the 
Music Div1sion which were restructured or closed Revenues for 1995 were negative!j atl'«tt'd by 
ccnain reclassif1c.tions relating to third pany, pressing and distribution anansements and chan~cs in 
the Music Division's ownership interests in certain iztve.stmenB and subsidiaries that rc!iulted in 
ch.tng" from the consolidation to the equity method of accounting Excludin~ the etfe1 . .'ts from such 
reclassifications and changes. rtYenues from the fundamental business increased by ajipro~~:imatcly 
6%, principally as a result of increases in both domestic and international rec<,rded music revenues 
and mcreased music publishing revenues Domestic and international recorded music revenues 
bc11efited from a number of popular releases and an increase in the percentage: of compa~r di~ to 
totaJ unit sales Excluding the 'S85 m1llion in los~s. EDITDA mcreased. and opcratmg income 
benefited, princ1pally from the revenue gatns and interest tncome on the rr:solulton of a t e~Nded 
mustc tax matter. offset in pan by expenses incurred in connectton w1th the sculcment of ccn1un 
employment colllracts and lower resuhs from direct markcttng actlv111es atlflbui .. L>lc tu tughcr 
amoni.zation of member acquisition com 

The losses relatin~ to cenain businesses and joinc "'~ntures thai were restructured or cloS<!d arc 
pnmarily related to Warner Music Enterprises. one of the Company's direct marketing enons. And 
the write off of its related t'' '"cct mai! order assets that were nor recov-erable due to the closure of 
this business. Such closure was substantially completed in 1995 and will not require any !lignificant, 
future cash outlays The activities that will not ~continued have not ~en rnatenal to histoncal 
operating result1 and are not expected to signiftcantly affect the results of future op('rattnus 

Cablr 

As .s result of Time\\ uncr'sacqui~taons of KBLCOM and Summit m 1995, cable operatin~ results 
for 1995 mdudcd revenues of Sl72 million, EBITDA ofS90 million, depre~iat1on and amoni.t.ation 
ofS95 million and an operatin!lloss of S5 rrullion Moderate op<:ratmg los$l·s arc c'l(pecred w 
continue in 1996 because of the full year effe't Q(approJtimatcly S~JO million of noncash 
amor-tization of cenam intangible as .. ets rccogni4ed in Time Wdrntr's acquisit ions of KBI.COM 
and Summit in I 995, and CVI and related companies m 1996 



Interest and Other, Ntt 

Interest and othtr, net, increased to $877 mllh,ln in 199S, compared to S724 milhon an 1994 
Interest expense increased to $877 million. compared to $769 million, Jl. mcipally 11 8 resuh uf 
approximately S 1.3 billion of debt as!iumed m the cat-'e acquisitions and highe• sh(Jn-term. 
floating-rates of interest paid on $2 o billion notional amount of interest rate. swap contracts Other 
income. net, was immaterial in 1995, compared to $45 million in 1994. plincipally because of a 
de.creoasc in investment-related income Jn.,.cstment-rclated income in both periods consis1ed of gains 
on the sale of cenain assets, including the sale uf an interest in QVC. Inc m 1995, which were 
offset by losses from reductions ir the carrying value of cenain investments taken in each period 
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Tlf\1E WARNER 
t ..... ~""U~&. A .• ~ORT • 

Bl\l\diog Gl<'bal Bra .. ds 
ENTERTAINMENT GROUP 

filmtd Entet11tinmen1 

Revenues increased to SS 078 b1llion. compared to S4 484 bilhon m I 9Q4 EBII'Dt\ mcreascd to 
$490 million from $430 million Depreciauon and amortization, tncludmg amonl.t.dUOn related to the 
purchase of WCI, amounted to $237 milhon 111 1995 and S211 milhon in 1994 Operating income 
increased to S253 million from S2 I 9 million Revenues henefned from incrca!lcs m worldwide! 
theatrical. home video, consumer products and tc.evislon disuibuuon operations W )J 1dwide 
theatrical and domestic home video revenues in 199S were led by the :.ucceM. of Batman Forever 
EBIIDA and operating income benefited from the revenue 8ains and increased mcome from 
licensing operations. 

Si1 1-l•&s Tlttmr f'ar-k' 

As a result ofTWE's sale ofSl~'o ofus mtcrcst in Six Flags, the opcraun~ results of Six Flags ha .. c 
been deconsolid.tted effective as of June 23, 1995 and TWE's remaining 4<1'/o intereM in Si)( Flag~ i!l 
accounted for under the equity method of accounting Accordingly. revenues decreased to S.!2 7 
million. compared to S557 million in 1994 EBITDA decrea~ to S60 million from Sl H million 
Depreciation and amonization amounted to SJI million in 199Ci and SN m1lli<m •n I'11J4· Operating 
income decreased to S29 million from S56 million 

8J'oadulling- Tht \\-' U ~('t,.or·k 

The WB Network was launched in January 1995, and generated Sl16 1mlhon of operatmg lmscs on 
S.33 million of reYenues The operating lo!>s was nut1gated by a lisvorable legal selllcmcnt, a~ well as 
by funding from a limited panner admitttd as of August 1995 Due 10 the 3laM-uf> narure of this 
new national broadcast operation, losses are e"'pccted to contmuc 

Programmina • IIIlO 

Revenues increased to S I 607 billion, compared to S I 513 b1llion m I Q94 EBITI>A ir.~reascd to 
$293 milhon from S257 million Depreciation and .tmoMi7.ation amounted to Sl9 mallion in lW~ and 
S20 million in 1994 Operating income increased to S274 milli(•n from S237 m1lhon Rcvcnut':o~ 

t _nefited primar11y from ~"increase in subSoCriptions to 29 7 nulhon tiom 27 nulhon at the end of 
1994, as well as from h1g11er pay-TV rates EDITDA and operatm,g income improved princtpally as 
a result of the revenue gains 

Cablt 

Revenues mcreased to S3 094 billion, compared to S2 242 bilhon m 1994 EBITOt\ increast'd to 
S l 2 75 b1lhon fron S989 million Depredation and amoni1.ation. including amoniz.ation related 10 
the purchase of WCI and the acquisition of the ATC minorit)' mterest. amounted to S771 m1lhon in 
I 995 and $649 million in 1994 Operarin!o( income increa!lrd to S502 million from Sl40 m•lhon 
Revenues and opcratmg results beneftted frorn the formataon of the TWE-Advance/Newhouse 
Pannership on April), 1995 and the consolid111on of Paragon effective as of July\,, I(J9S 
Excluding such effects, revenues benefited from an aggrtgate increa$e in hasic cable and 
Primestar-related, direct broadcast satellite subscribers that approached 6% itnd mctca-.es 111 



nonrcgulated revenues, including pay-TV, pay-per-view and adven.~mg Excluding the postttvc 
contributions from the 1 WE-Advance/Newhouse Pannership and the consoli-dation of Paragon. 
EBITDA and operating income increased as a result <'r the revenue gains, otrset in pan by the full 
year impact of the second round of cable rate regulations that went mto cfft.•·(t in July 1994, highl·r 
stan-up costs for tdcphony operations And. with respect to operating income only, higher 
depreciation and amor1i·z.ation relating to increased capital spending 

Interest and Other, Nel 

Interest and v her, net, decreased to SSJ9 million in 199S, compared to $616 mtllion m 19<>4 
lntere,.t expense increasc.>d to $579 million, compared to SS67 million in 19?4, pnncipally as a result 
of higher shon-term. Ooating-rates of interest pa1d on borrowings under TWE's former and existing 
bank credit agreements! offset in pan by interest savings in the la~l quar1er of 199~ on lower dc.•ht 
levels related to management's asset sales program There was othe1 mcomc, ncr. of S40 nulhon m 
1995, compared to other expense, net, ClfS4<> rn.llion in 1994, principally because c•hn increase in 
investment-related income related to gains on the sale of cenain unclustered cable systems and other 
investments 
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TIMI_WARNER 
.... ~104\!A ... IJ•~OIIT 

l\vtt4taa G'obal Bra~ds 
1994 vs. 1993 

Time Warner had revenues of$7 396 billjon and a net loss of$91 million ($.27 per common share) 
in 1994 compared to revenues of $6.58 I billion and a net loss of $22 I million ( $ 90 per common 
stwe) in 1993 Included in the 1993 result~ is an extraordinary loss on the retirement of debt of $57 
million($ I 5 per common share) and a one-time ta.x charge of$70 mill1on ($ 19 per common sha.re) 
that resulted from the effect on the Company's deferred income tax liability of the mer ease in the 
cor~porate income tax rate enacted in August 1993 

A5 discusseti more fully below, the improvement in Time Warner's net loss in 1994 retlccted an 
overall increase in operating income generated by its busmes.s segments and an mcreasc in 
investment related income, offset in pan by higher interest expense and lower income from Time 
Warner's e.,uity in the pretax income of the Entertamment Group. The improvement 1n Time 
Warner's 1994 net lou also related to the absence of the extraordinary loss and one-time tax charge 
that were recorded in 1993 The improvement in Time Warner's net lo~s per common 11hare in 1994 
further resulted from a $ t 05 million reductiOn in preferred dividend reqtllrcmcrus relating to Tmu: 
Warner's 1993 redemption or e"change ofS5 6 bill,on of preferred stock for debt 

Time Warner's equity in the pretax income of the Entenainmcnt Group wRs $176 nlillion in 1994, 
compared to S28 t million in 1993 M discussed more fully below, the Entertainment Jroup's 
operating results in 1994 reflected an overall decrease in operating income generated by its business 
segments, pnncipall) relating to lower Cable result~ due to cable rate regulation, and an increase in 
investment-related srad foreign currency contract losses, offset in part by an increase in interest 
income 

EBITDA and operating mcome for Time Warner and the Entenammcnt Group in 1994 and 1991 
are as follows 

O»s.r Uni 
Year Ended EBITDA ---L~m~. 

December 3 I. 
(millionsl 11994 1993 199 .. 1993 

Time, Warner 
Publishing S430 S372 S347$295 

Music no 643 J6o 296 ------
Total SJ JSOSI OISS7JJS59J ------- . . 

l':nctrtainm ttll 
Group 
f1lmed 

$430 $427 $219S233 
Entenainment 

Six Flags 
135 )22 56 53 

Theme Parks 
Programming -

257 230 237 213 
BOO 
Cable 



Cable 989 1,035 340 406 -----
Total St.P: 1Sl,814S8S2S90S 
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TIME WARNER 

Publishing 

Revenues increased to S3 433 billion, compared to SJ 270 btllion in 19'1) I·.BITIJA ancrcascd to 
$430 million from S372 million. l>cprcciatton and amontz.ation amounted to S83 mallion in 1994 and 
S77 million in 1993 Operating income increased to S347 million from S295 million Revenues 
benef1t~ principally from increases in magazine advertising and circulation revenues, which were 
aided tn pan by several ~pecaal issues during IW4 Signuicant revenue gains were Jlhieved by 
Peopk ,'<'>Ort.\ llltutratt•ci and Soutbc:rn l.tving EBlTDA, operating income and operating margms 
improved principally as a result of the revenue gains and continued cost contaanmcnt 

Musk 

Revenues increased to S3 986 billion. compared to S3 334 billion in 1993 HUTDA increased to 
$720 million from S643 million Depreciation and aml.lnaz.ation. including amortization related to the 
purchase ofWCI, amounted to S354 million in 1994 and S147 million in 1993 Operating ancomc 
increased to S366 million from Sl96 million The revenue growth resulted from increases in both 
domestic and international recorded music revenues. which benefit~d from a numbrr of popular 
1eleases during the year and 11n increase an the percenta8c of compact disc; to total unit sales, and 
111creascd music publishing revenues EBITDA and operating income !Jencfitcd from these revenue 
gains and increased results from direct marketing activities anributable to new members and lower 
amoni7ation of member acquisitiOn costs, offset in pan by costs assoc1ated with the rcorganiz.ation 
of the domestic music companies and continuing investment in new business ventures 

lnltrrst and Othtr, Ntf 

Interest .and other, net, increased to S724 million in I 9',14, compared to $71 M mill1on m 199J 
!merest expense increased to S769 milhon from S698 mill1on as :. result of a lull twelve months of 
interest on the debt issued during the first three months of 1993 to redct!m or clCchangc preferred 
stock. offset in pan by savings from lower~cost debt used to fund tu.: redemption of certain notes 
and debentures in 199J There was other income, net, ofS45 million in 1994. compared to other 
expense, net, of $20 million in 1993, pnncipally because of an increase in anve!)tmenHclated 
income. including an 111-..rease in the amortization of the excess of the T•me Warner General 
Panners' interest in the net assets ofTWE over the ntt book. value of their investment in TWE to 
reflect U S WEST a.s a partner for a full year Investment-related income was reduced in pa'l in 
both years by adjustment~ to the carrying value of certain investments, expenses m c;onnecllon w11h 
tbe settlement of unain employment contracts and losses on forf'ign exchange contracts used to 
hedge foreign exchange nsk 
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TIME WARNER 
t eu .,,u~'l~L. ... •rofiT 

1\ U"t01 G.obal"B,rauds 
ENTERTAl.NMENT GROUP 

t'ilme.d Entertainmrnt 

Revenues increued to S4 484 bil11on, compared to $4 012 billion in 199) EBITDA '"'reascd to 
S430 million from S427 million. Depredation and amortization. including amortu..ation related to the 
purchase of WCI, amounted to $21 .I million in 1994 and S 194 million in 191JJ Operating income 
decreased to S219 million from $233 million Worldwide home video, 5yndica1ion and com.umcr 
products revenue$ increased at Warne: Bros. oflSt-' in pan hy low~r worldw1dt· theatriclll revenues 
EOITDA and operating income margins decrca5C'd prin·l•pally as a result oflowrr theatrical rc~u!!s 
in comparisor to the exceptionally mons theat.rical resulu in 1993 

Si1 folags Thtmr 1•arks 

Revenues increa::.~d to $55 7 million, compared to S.S.H mallion in 1993 EBITDA mcrea:~oed to S 135 
million from S 122 million Depreciation and amortaz.at1on amounted to $79 million an 1994 and $6'.> 
million in 1993 Oreratjng income increased to $56 million from ~53 m11lion Revenue!. increased as 
a result of overall attendance growth and higher revenues per visitor Enr:·oA and opcratmg 
income improved principally as 1 result of the revenue gains 

Programmin& • 080 

Revenues increased to Sl 513 billion, compared to Sl 441 billion m 1993 EBITI>t\ in\:rca...ed to 
S257 million from S2JO million Deprccialion and amortiution amounted to S20 mallion in I '>94 and 
Sl7 miJiion in 1993 Operating income increa5ed to S2J7 milhnn frorn $211 rnilltun Revenues 
bent.tited from an mcrease in subscription1 and higher pay-TV rates EDIT I> A, opcnung me< me 
and operating margins improved pnncipally as a result of' the revenue gains 

C ablt 

Revenues mcreased to $2.2.4.2 billion, compared to S2 208 billion in 1993 EBlTDA decreased to 
$989 million from St 035 billion Depredation and amoni1.ation. mcluding amortiration related 10 

~he purchase of WCI and the ac.quisition of the A TC minonty interest, euaounted to S649 millaon m 
1994 and $629 m11lion in I 993 Operating mcorne dlcre.ncd to ~ 140 malhon from $406 nulhon 
Revenues and operating result~ in 1994 were advenely affected by two rounds of cable rate 
regulation that m general h. ~>Jccd the rates cable operator~ arc allowed to char~e for regulated 
serv1ces, the f•rst of which went inro eflcct in Sept~mber 199\ and the second of which went into 
effect in July t ()lj4 The unf1vorable effects of rate regulation wer~ offset in ~n hv an mer ease in 
s:ubscribcrs and nonregulated 'evenues Act1ons that were undenaken to mit1gatc the •mpact of rate 
regulation included a number of cost containment measures and a con'· nued emphu1s on near and 
long-term strategies to increue revenues from unregulated sef't'ices 

lnltrrJl and Othrr, Net 

Interest and other, net, ancreased to $616 milhon in 1994, compared to ~5M million m 1'>93 
Interest expense decreased to $567 million, compared with $580 million in 1993 There was other 
expense. net, ofS49 million in 1994. compared to other mcome, net, of~l6 million m JCN} 

Investment-related and foreign currency contract los~s •n I 994 c~\cceded an mcrea1e in mtcr~st 



income on higher cash balan('a and the interest-bearing note receivable from US WEST In 1993, 
other income, net, benefited from a gain on the sale of cenain assets and olh<"r investment-related 
income, which more than offset investment losses 
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TI_MEWAR!NER 
t ~~· ~NU#IJ.. a•oJlT 

I 

B"t.•dlol 'G\obal Brahds 
f!'INANCIAL CONIHTION ANn LIQlliUITY 

December J I, 1995 

TIMt: WARNf.R 

1995 financial Condition 

Time Warner had $9 9 brllion of debt. $949 n.illion of mandatorily redeemable rsdcrred st.-cuntrcs 
of subsidiaries, S 1.2 billion of cash and equivalents (net debt of SH 7 billion). and SJ 7 billion of 
shareholders' equity at .December 31, J 995, compared to S9 2 billion of debt, S282 million of ca!>h 
and equivalents (net d~\"'t ofSS.9billion), and $1 I billion of shareholders' equuy at December 31, 
1994. The increase in debt principally reflects the assumption of approxmlatcly S 1.3 billion of debt 
related o the Cable Transat1ions, offset in pan by debt reductions using proceeds raised 'from the 
asset sales program., including proceeds from the issuance of rhC' PERC'S wh1ch moneruc:d Time 
Warner's J 4°/e investment rn Hasbro The increase in mandatorily redeemable preferred 5eCUrities of 
subsidiaries reflects the issuance in 1995 of the PERCS and Preferred Trust Securitie..,, th~o. proceeds 
ofwhicb were used to reduce ·certain indebtedness of Time Warner The noncurrent c~sh and 
equivalents consist of the net proceeds received from the issuance of 1be Preferred ··rust Secunt1es 
in December 1995J whith were used in the redemption of the 8 75% Convenible Debentures 10 

early 1996 The increase in shareholders' equity reflects the ic .uan'e in 1995 of approximately 2 S 
million shares of common stock a.od approximately 29 3 million shares of preferred stock in 
connection with the ITOCHUrfoshiba Transaction and the acquisttions of KBLf'OM 4nd Summit 
On a combined ba~1s (Time Warner and the Entenainment Group together). there was $14 7 btllion 
uf net debt at December 31. 19Q5, compared to SIS b1lhon of ne.: debt at the beginmn~ of the yeas 

lnvtstrnrru in TWio: 

Time Warner's investment in TWE at December J 1. 1995 wnsi!At' of 74 4'J0o of I'WE's pro rata 
priority capital and residual cqwty cap1tal, and I !.\0% of lWl:.\ senior priority capatal and junior 
pnority capital. Such prionty capit·al interests provide Tsme Warner <tnd watb r~spcct 10 the pro rata 
priority capital only, US West, with certain prio,it)' claims to the net panncr~hip income ofTWE 
and distributions ofTWE partnership capital, inc1uding cenain pnority distrabui!On~ of partnc:r!ilup 
capital in the event of Jiouidation or dis'iolution of TWE Each level of priority capital rnterest 
provides for an annual 1 w~e of return equal to or exceeding 8%, including an above-market 13 25% 
annual rate of return (I 1 25o/o to the extent co ncurren!ly distributed) related to Time Wa~r's tunulr 
pnonty capital interest. which represents Cumulative Priont y C.tpllal or $4 6 btlhon at Decc:rnbcr 
3 I. 1995 While the TWE ranncr1hip agreement contc:mplatc:s the reinvestment of signifacant 
pannership cash tlow~ m the form of capita.l expenditures and othe1 wise provides for cenain other 
rcstnctions that are exp«~ed to limit cash di~triiJution) on pattner~hip interests for the f{)reseeablc 
future, Time Warner's S 1.4 billion St:nior priority capital inrerest and, to the eJCtent not previously 
distributed, pannership income allocated thereto (based on an 8% annual rate of r·cturn) Is required 
to be distributed to Time Warner in three annual installments beginning on July I, 1997 In 1995, 
Time Warner recerved a SJ66 million cash distri·butron from TWE representing the pnority caplfal 
return allocated to its senior pnority capital mteresl throu~h June JO, 1995 



Credit Agreement Rtfinancin~s 

In connection v.ith the Cable Transactions, lWI Cable, lWE and the TWE-Advance!Newhouse 
Partnership executed a five-year revolving credit facility in June 1995 The New Credit Agreement 
enabled such entities to refinance cenain indebt Jneu assumed in the Cable Transactions, tu 
refinance TWE's indebtedness under a pre-existing ban¥ credit agreement and to finance the 
ongoing worlcing capital, capital expenditure and other corporate needs of eaeh borrower 

The New Credit Agreement permits borrov.ings in an aggregate amount of up to $8 3 billion, with 
no scheduled reductions in credit availability prior to maturity. Borrowings are limited 10 $4 billion 
in the case oflWI Cable, $5 billion in the case of the lWE-Advanct/Newhouse Pannership and 
$8.3 bill1on in the cue oflWE, subject in each case to cenain limitations and adjustments Such 
borrowings bear interest at specific rates for each of the three borrowers, generally equal to LIBOR 
plus a margin initially ranging from 50 to 87 5 basis points, which margin will vary based on the 
credit rating or fmancial leverage of the applicable borrower Unused credit is available for general 
business purposes and to suppon any commercial paper borrowings Ea~.-h borrower is requ1red to 
pay a commitment fee initially ranging from 2% to 35% per annum on the unu:o,cd ponion of lis 
rommitment. lWI Cable may als.o be required to pay an annual facility tee equal to 1875% of the 
enure amount of its commitment, depending on the level of its financiallcYeragc in any given year 
fhe New Credit Agreement contains cenain covenants for each borrower relating to, among other 
thingc;, additional indebtedness; liens on assets, cash flow coverage and leverage 1 atios, and loans, 
advance&, diatributions and other cash payments or transfers of assets from the borrowers to their 
respective partners or affiliates, 

In July 1 995, 1Wl Cable borrowed approximately S 1. 2 billion under the New Credit Agreement to 
refinance cenain indebtedness assumed or incurred in the acqui·sition of KBLCOM, and TWE 
borrowed appr01cimateJy $2.6 billion to repay and terminate its pre-e•isting bank credit agreement 
An additional $1. S billion was borrowed by TWi Cable under the New Credit Agreement in January 
1996 to refinance cenain indebtedness assumed or incurred in the acquisition ofCVJ and related 
companies 

Public Debt Renn1ncings 

In 199S and early 1996, Time Warner refinanced approximately ~4 btllion of its public debt, thereby 
increasing its financial Oexibility through lowering interest rates, extending debt maturitil's and 
eliminating potenrial dilution from the conYersion of its 8 75% Convenible Dcbcmurrs into 46 6 
million shares of rommon stock The outstanding 8 75% Conveniblc Debentures were redeemed in 
h.,o tranches S I billion prim .. ipal amount in September 1995 for S 1 06 billion (including redemption 
premiums and accrued interest) and the remaining S I 2 billion pt .. 1c1pal amount in February 1996 
for $1.28 billion (including redemption premiums and accrued interest} The September 199~ 
redemption was financed Ylith proceeds from a $500 million issuance of 7 75% ten-year notes in 
June 1995, proceed ~ .. om a $374 million issuance ofthe PERCS in August 1995 and aYailable cash 
and equivalents. The February 1996 redemption was financed with proceeds raised from a $575 
million issuance of the Preferred Trust Securities in December I 995 and proceeds from a S7Su 
million issuance of certain debentures in January 1996 In connection rhcrcwilh, Time Warner 
recognized an extraordmary loss of S26 million in FebruBJ y J9Q6 

In August 1995, Time Warner redeemed all of its S I ,8 billion principal amount of outstandi,.g Reset 
Notes m exchange for new securities, consisting ofapprolcimately $454 million aggregate principal 
amount of Floating Rate Notes due August IS, 2000, approximately $272 million aK8regate 
prinapal amount of7.975% Notes due August J 5, 2004, approximately $545 million 188regate 
principal amount of8. II% Debentures due August I 5, 2006, and approximately $545 million 
aggregate principal amount of8.18% Debentures due August I 5, 2007 



Asset Sala 

As part of a continuing strategy to enhance the financial position and credit statistics of Time 
Warner and the Entertainment Group, an asset sales program was initiated in 199S Including the 
sale of 51% ofTWE's interest in Six Flags in June t995, the sale of an interest in QVC, Inc m 
February 1995, the sale or expected sale of cenain unclush:red cable systems and &he proceeds 
raised from the monetization ofTimc Warner's mvestment in Hasbro in August 199S, Time Warner 
and the Entenainment Group on a combined basis have completed or emered into transactions that 
raised approximately SL6 billion for debt reduction, all ofwhich were completed in 1995 except for 
cenain transactions aggregating approximately $170 million which are expected to close in 1996 

Cndit Statistics 

The combination of asset saJes and debt refinancings is intended to strenHthcn the financial position 
ofTime Warner and the Entertainment Group and, when taken together with EBITDA growth, is 
expected to continue the improvement of Time Warner's overall credit statistics. These credit 
statistics consist of commonly-used liquidny measures such as Jeverag~: and coverage ratios The 
leverage ratio represents the ratio of total debt, less cash ("Net debt") to total business segment 
EBITDA, less corporate expenses(" Adjusted EBITDA ") The coverage ratio represents the ratio of 
Adjusted EBITDA to total interest expense and/or preferred dividends. Those ratios, on a pro 
forma basis for 1995 and on an historical basis for 1994 and 1993, are as set forth below for each of 
Time Warner and Time Warner and the Entenainment Group combined Cenain rating agencies and 
other credit analysb place more emphasis on the combined ratios while others place more emphasis 
on the Time Warner stand.aJone ratios. It should be understood, however. that the assets o'the 
Entertainment Group are not freely available to fund the cash needs of Time Warner 

Time Warner 

Net 
debt/ Adjusted 
EBITDA 

Pro 
Historical Forma• 

199S 19941993 

7.0x 8_3x 9.8x 

Adjusted I 6x I 4x I h 
EBITDNlnterest• 
Adjusted 
EBITDA/Intercst 

I 3x I 4x I 2x 
and preferred 
dividends•• 
Timr Wamu and Entertainment 
Group combined 
Net 
Debt/ Adjusted 4 7x :ci .h :ci ox 
EBITDA 
Adjusted 
EBITDA!Interest 
Adjusted 
EBITDA!Interest 
and preferred 
dividends••• 

2 4x 5 h 5 6x 

2. h 2. lx 1.9x 

• Pro forma rollos f()( 199S 8J...C ciTed Lo lhc Cable Truuct1om lhc ITCJCinJtrosruba Trunuct~<lfl, the lkblltelinancrngJ, 
the S1:t Flags Tranuction and the Unctwr&ae<J Cable Tran...ux.a.. and Willi rr:spo::l Lo Tune Warner and the En~uvnent 
Group combmcd only, the WOIO!rdatwn Q{ Puragotl, n rf cacn of such laniKIIOIU llCCUmld at the bqJtnnmtt fl( 1')9~ 



Ahhw&h not rctlocted thaem. the lTIS Tran:wcuot. IS nc,JI ~xpccccd lo ••SJUfiiCIIntly affect the P'" (OfTTUI ratl()l p~omlod 
ab)\c Hisi.Oric.al ,.t,os for 199S arc not mcarullf/ul and ha\oc no1 been l'-ftiCIIIOJ ~u.e tJ ey rdle-=1 the operatuoe results ol 
ac;qwrcd Of d1spo.c:d entll'in for only a portion t~fthe year m ~parilkll'llo )Ur-cn..l net <l.rht lc~b 

•• F:r.cluda anlercll ofS2& m1l11on m I99S and $12 nulhon 111 I?'~ ~hlCh was pud to TWI: m con.-:110n Wllh ~·ma~ ultdcf Time 
Wamc1'1 S400 mllhm trtdtl'lrccmc:nl ""'lh 1 WI· 

• • • 1·~1uda prc(cmld d1vlllkllds of S II "''"••' "' I'I'J~ m c.,.,,_,.,.. Willi c, • ..,_\> .. tN...,.W II\Mdllkll'd~ I"CIIIJemwtok rwfcrrtd 
~.cumhct of IUb.clllllCIIIId ()II a Jlltllonna t. ..... I UI~ICUlC'IIlll S'J I tRillion ol Jli"CICIIni dl\ ~<kn.JI related IO the rretcncd llud. lswcd 

m the ( at-lie l t·ln..,;IKIIIII 11Ml the II Ol'l H lfl ush1ba lfan.-:hvn 

Cash Flows 

During l99S, Time Warner's cash provided by operations amounted to SJ 051 billion and reflected 
S I 256 billion of EBITDA from its Publishing. Music and Cable bustncsses. S I 063 billion of net 
distributions from TWE and $35 million liom the s.ecuritiz..ation of receivables, less S6S9 million of 
interest payments, $278 million of income II 'ICes, S74 million of corporate expenses and S292 million 
relate.damounttd to S I OS I billion and renected S I 256 billion of EBITDA from its Publishmg. 
Music and Cable. businesses, S l 063 billlun of net distr ibutions from TWI. and !.3~ mill1on from the 
securiti7..ation of receivables, less S6S9 million of interest payments, S17R million of income taxes, 
S 74 million of corporate eJCpenscs and $.292 million related to an increase in other workinM capilli 
requirements, balance $heel accounts and noncash items C1sh provided by operations of $4 73 
milltor m 1994 reOec.ted Sl t 50 billion ofEBJTDA from the Publishing 

Cash used by in..,esting activities, excluding mvcstment proceeds, increased to S64 7 million in l99S, 
compated to S) 51 million in 1994, principally as a result of higher investment spending by Tirne 
Warner's busineu segment~. As a result ofrnanage.ment's asset sales program, inve~tment pr~s 
increased to SJ76 million in 1995, compared to $118 millton in 1994 

Cash provided by fmancing activities was S 123 million in 199S, comparee •o cash used by tinancing 
activities of S 1 S8 million in 1994, principally a:. a r·esull oft he receipt of proceeds from the issuance 
of the Preferred Trust Securities in December 1995, offset in part by the use of available cash and 
equivalents to r~deem a portion of the 8 7~% Convertible Debentures in September I <NS In 
add ilion, cash dividends paid mcrcased to S 171 million in 199S. compared to S 14 2 millicn in 1994 

The assets and cuh tlows ofTWE are restricted by the TWE partner-.hip agreement and are 
unavailable to Time Warner except through the payment of certain fees. reimbursc:ments, cash 
distributions and loans, which ate subject to limitatinns Under the New Credit Atzre~mcnt, TWf: 
and TWI Cable are permitted to incur additional indebtedness to make loans, advanc1:s, duilrlbuuons 
and other cash payments to Time Warner, subject to their respective c.ompliancc with the cash flow 
coverage and leverage ratio covenants contained therein 

anagement belie"es that Time Warner's oper4ting cash flow, cash and marketable ~ecurities and 
additional. borrowil"'"' capacity are sufficient to fund its capital and liquidity needs for the foreseeable 
future without distn-outions and loans from TWE above those permitted by CJC:isting agreements 
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199!S finandal Condilion 

The financial condition of the Entenainment Group principally TWl. at December 31, 199~ WitS 

afTected by the formation of the TWE-Ad-.a_nce/Nl!whouse Pannc1 sill(), the S1x Hags Transacllon 
ano the consolidation of Paragon The Entencunment Group had .$6 2 billion of debt. S I 4 billion of 
Time Warner General Panners' senior priority ·capital and S6 6 b11lion of partners' capital (net uf the 
S 169 million uncollected ponion of the note recci,..able from U S WEST) at llcn•uher ll, I ')t)~. 
compared to S7 2 billion of debt. S I 7 billion of Time ~ amer General Panncrs' senior priority 
capitaJ and S6. S b1llion of panner ·capital at December 31, 1994 The S I billion reduction in debt 
resuhc4 prirn;:ipally from the Six flags Transaction In additton, principally as a rc:.ult of the 
payment of overS I billion of distributions to T1me Warner in 199~. cash and cquival~"ts decreased 
to $209 million at December 31, I 99 5. compared to S I I billion a1 December 31, 1994. reducing 
tbe debt··'let-or~cash amounts for the Entcnainment Group to S6 b11lion and S& 1 hillinn, 
respectively 

Crt dil Srahtlia 

PrincipaJly as a result of the formation of the TWE-Advanu/Nc:whousc Partner!!hln and the: S1x 
Flags Transa~tion, the Entertainment Group's leverage and coveraHe nt ios imjlrovl'd in 199~ on a 
pro forma basis. as set forth below 

Net 
debt/ Adjusted 
EBITDA 

Pro I i•stoncal 

Forma•l994 
199~ 199.1 

3 Ox J Sx 3 Jx 

Adjusted 
EBJTDA/Intercst 3 lh; 3 I x 3 0)l 

• Pro fonn.. r&IIO!I for 19'JS ll•~e C"tfco::lto the foMI&IKIIl of the I WJ.. Ad>anu: . .Nc~h .. uoc l'ai111C'r."lnp, tho: •d~u•m '''' <11 •PI" """'atrl) 
~J b btlhotl of Pfe~~""n• ball~ deb~. liM: "(~JIIOI..O.hun of PataJIOfl, the s.~ , ... ,., J ran.a.cii(M! .,.., the o •. ~.u•lcrc.J t.:alolc ''""""''"'"'· ., 
a( r::kli o( ltJC}I.JranMCIJ<'flt had ncct allhe bct"''""l of I ~~~5 I h•lotq fllll>t h>r l'J'H U'C oot llae&AIRiful and Na•c nul httn 
~tented ._~he} rclk.:l the Of'CialufJ f'CWita of ... quucd ·Of do~ cnhlla lor onl) a j)Uitl(lfl oft~ 'c:a' Ill """1,.""''" ... 
~a~<nd ref~ lc.,.l• 

Such ratios may be adversely affected ur<lll 1 he tr anslcr of ceuam of ·11mc Warner'~o newly-acquired 
cable systems to the TW£i-Advance/Newhou,se Pannership, which, •fcompleted, is expected to be 
struclured so that the systems will be transferred subject 10 a ponion of Time W <Jrner's debt, thereby 
rcducmg the financ1aJ leverage of Time Warner and increasing the undcr-leveral(ed caritah/atlon of 
the TWE-Advanl.e/Newhouse Pannership and consequently, I WI: 

Cash tlows 



In 1995, the Entertainment Group's cash provided by operations amounted to S 1.495 balhon and 
reflected S2.0.S2 billion of EBITDA from the Filmed Entena.inmcnt. <itx Flags Theme Parks, 
Broadcasting-The WB Network, Programming-t-IRO and Cable bu)oncs~s and S I ~9 millton rch&tccl 
to a reduction in working capital requirements, otl,er balance sheet a<·cuunts and non,uh itrrns, le55 
$577 million ofinterest payments. S75 million ot mcome taxes and SM m111ion of corporate 
eltpenJa Cuh provided by operat•ons of S l 341 billion in 1994 reflected S l 811 billion of business 
segment EBJTDA and$) 80 m1llion related to a reduction in workinM capitr.! requirements, other 
balance sheet acc.ount5 and noncash items, less $~21 million of interest payments, .S69 million of 
income taxes and $60 million of corporate expenses 

Cash used by investing actfVItaes decreased to $750 mallion in 1995. compared to Sl 770 btllion in 
1994, prin-cipally a~ a result of a S I I billion incr~se in investment proceeds relating to 
management's asset saJes program Capital expenditures increased to S 1 (l\ l billion 111 19()foi_ 
compared to SJ 23.S billion in 1994, principally as a rcsuh ofha~hc:1 capttal ~rendmg by the Cable 
Division 

Cash used by financing activities was Sl 607 balhon in 1995, compared to ca;\h provided by 
ftnancing activities of S 162 million in 1994. principally 11 a result of an approximat.e S I billion 
reduction in debt in I ')()5 and a $943 million increase in distributions paad to June Warner, offset in 
part by a $368 million increase in collections on the note receivable from U ~ WEST that were used 
to part aJJy fanance the capitaJ spending requiremenb of the Cable Division 

anagement believes that TWE's operating cash flow. cash and equivalents. collections on the US 
WEST Note> and additional borrowing tapacity are suf1icient to fund iu capatal anJ liquic'ity needs 
for the foreseeable future 

Cablt> Capital Spend ina 

Sim.e the beginning of 1994, Time Warner Cable has been e.a,gaged ir. a plan to upgrade the 
techoologic.tl capability and reliability ofits cable television systems and develop new services, 
which it believes will position the business fo! sustained, long-term growth Cap1tal spending hy 
Time Warner Cable, including the cable operation~ of both Time Warner and TWE. amounted to 
Sl 349 billion in 199S, compared to $778 million in JQ94, and was financed in pan through 
collection~ on the note receivable from U S WEST of S602 million 1n 1995 and S234 million in 
1994 Cable capital spending for 1996 is budgeted to be approx.imately S I 6 hillion a11d is expected 
10 be funded principally hy cable operating cash flow and $169 million uf·collccttons on :he 
remaining portion of the note receivable from US WEST In exchange for cenain flexibility in 
eslablishing cable rate pricing ~1ructures for regulated services that went into effect on January I, 
1996 and consistent with Time Warner Cable's iiJng-term .strateMiC plan, Ttme Warner Cable has 
agreed with the FCC to invest a totaJ of $4 billi"n in capital costs in connection with the upgraJe of 
its cable infrastructure. which is expected to be .wbstantially completed over the nc~t tive yt";u:~o The 
agreement with the FC :overs .. 11 of the cable operaflon:. or Tir110 Warner ('able, andudtng the 
owned or managed cable tdevisaon system!'! of Tune Warner. TWE and the 
TWF-AdYance/Newhouse Partnership Management expects to continue to finance such level of 
anvestment principally through the growt'h an cable operating ~sh flow derived from increa5<"S in 
subscribers and cable rates. borrowings under the New Credit Ag1,emcn1 and the development of 
new revenue streams from e)(panded programming options. high speed data transmis~ion, telephony 
and other servtce1 
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Off-Bala nc·e Sheet Assets 

As dis.cusscd below, Time Warner believes that the value of cemin ofT-balance sheet assetll should 
be considered, along with Other factors diSCUSsed elsewhere herein, in ~valuating the C()nlpany's 
financial condition anJ pros~cu for future 1 esults of o~rations. including its ability to fund its 
capttal and liquidity needs 

lntanaible Auets 

As a creator and distributor of branded mfonnatt.m and cntenammcnt copyrights, Time W•uner and 
the Entena:nment Group have a Significant amount of internally-generated intangible Rssch whn!fc 
value is not fully reflected in their respective consolidated balance sheet~ Such mtang1blc assets 
C)(i¢nd across Time Warner's prindpal busines.~ interests. but are bc~t C:\cmplitied by Time Warner's 
collection of copynghted music product, Its interests in Warner Bros' and HOO's copyrighted film 
and television product libraries, and the creation or extension of brands, as in the case of Time Inc's 
new tnflgazine tjtles or Tne WB Network Generally accepted accounting principles do not 
recognize the value of such assets, except at the time they may be acquired in a busin.:ss 
c-ombination accounted for by the purchase method of accountmg 

Because Time: Warner owns the copyrights to such creative material, it continually generates 
revenue through the: sale of such products across different mecb and in new and !:xi sting markets 
The value of film and television-relared copynghted prod.1ct and trademarks is cominuaJly rt'alized 
by the licensing of films and television series to secondary markets and the licensing of trademarks, 
such as the Looney Tunes characters and Ilatman, to the retail industry and other markets In 
addition, technolog.ical advances, such as the introduction of the compact disc and home 
\ideoc.tssette in the 1980's and potentially the digitaJ versatile disc in the future, have historically 
generated significant revenue opportunilic" through the repackagsng and sale of sud1 '-'()pvnghtcd 
product!. under the new technological format Accordingly, such intang•bk assets havt• ~tgruficant 
off~balance sheet asset value that ~~ not fully reflected in the consolidated balance sheet~ of Tiu1c 
Wamer or the Fntenainmenl Group 

Warner Bros. Hacklog 

Warner Bros' backlog, representing the amount of future revenue not yet recorded from cash 
contracu for the licensing of theatrical and television product for pay cable, network. bask cable 
and syndicated televis: ~ exhibit.on, amotmted to $.1 056 billivn at December 31. 199~. compared 
to $852 m1llion at December 31, 1994 (including amounts relaung to llBO of$175 rnillion ! I each 
date) Because such contracts are for the licensing ofthe.trical and television product which have 
already been produced, the recogniuon of revenue is principally only dependent upon the 
commencement of the avauability period for telecast under the term~ ofthe related licensmg 
agreement Jn addition, cash licensing fees arc collected periodically over the term of the related 
lscensin~ agreements Accordingly, the ponion of ba~klog for which cash advance:> hav(' not already 
been re~.Jt>ived has ~ignificant o1T-balancc sheet asset value u a source vf future funding fhe 
b<~dlog ~'dudes advenising baner contracts, which are abo expected to result in the fulure 
reah1...a11on. of ca5n through the sale of advenisin~ spots received under such conltaCI s 
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TIME W ARNB_R 
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B"~l~lgg Global B.raads 
INTEREST RATE ANU FOREIGN CUR.RENC"\' HISK MANAG .~M F.NT 

lnrrrt~t R•le SwiJl ConcractJ 

Time Warner uses interest rate swap contracts to adjust the propon10n of 101al debt that is subJect 
to variable and f1xe~ interest rares At Dcccmtlcl J I, 1995, Time Warner had interest rate swap 
contracts to pay floating-rates (lf tntcrest (average six-month LIB OR rate of S 9%) and receive 
fixed-rates of interest (average rate of 5 4%) on S2 6 hill ion notional amount of indebtedness. which 
resulted in approximately 43% ofTune Warner's underlying debt, and 41% ofthc de.bt ofTime 
Warner a.nd the Entenainment Group combined, l>ein8 subject to vanablc interest rates The 
nouonaJ amount of outstandinM 

contracts at December 31, 1995 by year of maturity. along w1th the relah·d average f1xed-rates of 
interest to be received and rhe average floating-rates of interest to be paid, are as follows 
J996-S100 million (reaive-4.6%, pay-5 QOio), 1998-$700 million (reccave-S ~%.pay-~ 8%), 
1999-SI.2 billion (receive-S S'lo, pay-~ 9%). and 2000-'$400 mi1lion (receive-S~%. pay-59%) At 
December l I, 1994, Time W amer had interest rate swap contracts on S2 9 billion notioMI amount 
of indebtedm.ss 

Based on the level of interest rates prevailing at December J I. 1995. the fa1r value of Time Warner's 
fixed-rare debt .exceeded us carrying value hy S407 million and it would have W!>l $9 nunion to 
rermirwe the related interest rate swap contract~. wh1ch con.Jmcd is the eqUivalent of an unrealized 
loss of$416 million Based on T1me Warner'!~ f111Cd-rate debt and related mtcrest rate swap 
contraC1s ootstandiiiS at December 31, 1995, t>ach 251Jasis point mcrcal>e or decrease in the level of 
rntere:st rates prcv.: ling at December l I, J 995 would r~sult 1n a net reduction or ancrease in the 
combined unrealized loss of approximately S 18S million. respectively, including respective costs or 
~avings o($],6 million to terminate the related interest rate swap contracts Based on the level of 
interest rates prevailing at December ll, 1994. the fair value of Time Warnd~ ti1ted-nte debt was 
$S72 million less than its carrying \ialue and it would have cost $236 m1lhon to temunate .ts intere~t 
rate swap contracts, which combined was the equivalent of an unrealued ~ain of Sl 'h nulhon 
Unrealized gains or losses on debt or interest rate !iwap .:ontrat:h 4rc not r«oMniLtd unless the debt 
is retired or the contracts are terminated prior to the1r maturity 

Although chan~es in the unrealized gains or losses on interest ratf' swap contracts and debt do not 
result in the realization or expenditure of cash unless the contracts are tcn •• mated or the debt is 
r...tired, each 25 basis po ... ~ increase or decrease in the level of 1111erest rates a·lated to Time 
Warne(s variable·rate debt and intcre:.t rate swap contracts would respectively increase or dc~1ease 
Time Warner's annual interest expense and related cash payments by approJumately S 12 nullion. 
including S7 million related to interest rate swap contracts 

ltmc WILITicl tJ~C~ fore1gn exchange contracts primarily to hedge the risk that unrcm11tcd or future 
royalt•es and licen)e fees owed to Time Warner or TWE domestic compames for th~ sale or 
anticipaled sale of U S copyrishted products abroad may be adversely a fleeted by changes m 
foreign currency exchanse rate• As piU1 of 1ts overall strategy to manage the level of exposure to 



the risk of foreign currency exchange rate Oucruations. Tame Warner hed1•es a pomon of its and 
TWE's combined foreign currency exposures antidpated over the ensuirg twelve month pcnod At 
December 31, 1995, T;mc Warner ha,s ctTectively hedged approximateli half of the combined 
estimated foreign currency exposures that prinoipalk relate to antu.:ipated Cdsh tlows lo be remitted 
to the U.S over the ensuing twelve month period. using foreign exchan~c conrracls that generally 
have maturities of thret months or less, which are sencraJiy rolled over to provide continumg 
coverage throughout the year Time Warner oflen closes foreign exchange !.ale contracts by 
purchasing an offsetting purchase contract. At December 31, 19Q5, Time Warner had contracts for 
the sale of SS04 million and the purchase of S 140 million offoreign currencies at lh;cd rRtcs, 
primarily English pounds (2~/o ofnc,t <:.ontract vaJue). German marh ( 19"/11). ('anaduan dollar~ 
( 16% ). Fren. h francs ( 16%) and Japanese yen (58!.), compared to contracts for the sale of S5S I 
mil It ln and the purchase of S I 09 million of foreign currencies at December 3 I, 1994 

Unrealized ga.ins or losses related to foreign e~tchange contracts arc recorded in income as the 
market value of such contracts change, accordingly. the carrying value of foreign exchange 
contracts approltimates market value The carr:. ing value offoreign exchange con,, i! .:ts was not 
material at December 31, 1995 and !994 No cash is required to be received or paid with re~pect to 
the realiz..tion of such gains and losses until the related foreign exchange conlr Jd~ ar~ sctlled. 
senerally at their 

re~pc..-ctt'll ... rnatuuty dates In 1995 and 1994, ·1 1mc Warner had S20 nullton and S33 nulhon, 
respectively, and TWE had S II million and $20 million, respectively, of net lol>'\CS on foreign 
exchange c-ontracts, which were or are expected to be offset by corresponding mcreases in the dollar 
val4e' offoreign currency royaJties and license fee payments that havt' been or are anticipatrd tc. t.c 
received in cash from the s.le of U.S. cupyrightcd vroducll abf'oad Time Warnl'r rcun~urses or is 
reimbursed by TWE for c~mtract sains and losses related to TWE's foretttn currency Kposure 
Foreign currency ~<>ntra~ts are plal:ed with 1 number of major fmancial institutions in order to 
minimJze credit risk 

Based on the foreign exctwlse contracts outstanding at De\.cmber 31, 19QS, each 5°/e devaluation 
of the US. dollar a! compared to the level offoreign exchange rates for curren:!cs under contract 
at December 31, 1995 would result in appro111.imately S25 million of unreali1.cd 10-..scs and S7 1mllton 
of unrea1ized gains on fcreign exchange contracts iovolvinl!l, foreign c••rrency !>ales and purchases, 
respectively Conver~ly. a So/, appreciation of the U S dollar would rc!>ult in S25 mjJhon of 
unrealized gains and S7 million of unrealu:ed losses. respectively At l>ecemb ·r 3 t, 1 9l"l\ none of 
T•me Warner's foretgn e!'change purchase contracts relates to TWE's fiHdgn currcnc) cxvosurc 
However, with regard to the $25 milhon of unrealized losses or gains on forctgn e'<chan~c sale 
contracts. Time Warner would be reimbursed by TWE. or would ret,.,bur!>c I Wt. •e'ipccuvely. lor 
approJ(imately S6 million related to TWE's foreisu currency exposure Cons1stem with the nature of 
the economic hedge provided b) such foreign exchange contracts, such unreah1cd l!l,ams or lo~sc:. 
•vould be offset by corrf''"'londing decreues or increases. respectively, in the dollar value of future 
foreisn currency royalty ..nd license fee payments that would be recei\lcd in cash w1tlun the cnsums 
twelve month period from the ule of U S copyrighted products abroad 
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TlME WAR~Ell 
1. ~Q llt-"\!AI. ~~-~~.aT 

. " ''t . • ftQ''"'"• Gl~bal ~ an~s) 
Consolidated Balance Sheet 

Decc:mber ) I. (nul bam, nccpt per wn: amounb) 

ASSE-TS 

Current auets 

Cash and equivalents 

Re~.eivables, less allowances of S78<> and S76~ 

lnv~ntories 

Prepaid expen1e1 

Total current assets 

Couh ana equivalents segregated 
for redemption of long-term debt 

Investments in and amounts due to 
and from Entertainment Group 

Other Investments 

Land and buildings 

Cable teiC'oision equipment 

Furniture. fixtures and other equipment 

Leas accumulated depreciatton 

Propeny, plant and equipment 

Mus1c catalosues, conrracts and copynghts 

Cable television franchi~s 

Goodwill 

Other asseu 

T otaJ assets 

Table of Contents: 

I 'J'J5 

s 628 

1,755 

443 

894 

.1,720 

557 

.S, 734 

:' .389 

4)1 

361 

1,196 

1,988 

(869) 

1,1 I 9 

1, 140 

1,690 

5,213 

564 

$22,112 

1995 T1me Warner Annu~ Repo~ j .PR (199S Financaal Repon 

I----
1 Submit ! 

19?4 

S ~R2 

1,439 

370 

2,RI7 

.S,3 so 

I,S.SS 

412 

1,410 

(6.S 7) 

753 

1,207 

4,630 

404 

$16,716 

I T 
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Consolidated Balance Sheet 

l.llumbcr 31, (maliiClDII, excqa per lhln: aJJKU11.&) 

LIABILITIES AND SIIAREHOLDE.RS' EQUJ rY 

Current liabilitjes 

Accounts payable 

Royalties payi'ble 

Debt dut... within one year 

Other curren, liabilities 

Total current liabilities 

Long-term debt 

Deferred incom.: taxes 

Unearned ponion of paid subscriptions 

Company-obligated mandatorily redeemable preferred 
securities of subsidiaries 
holding solely subordinolted notes and debentures of the 
Corrpany • 

Shareholder's e-quity 

furniture, fi;l('lures and other equipment 

Preferred stock, .$I par value, 2 SO million shares 
authorized1 29 7 million and 
962 thousand shares shares outstanding, S2 994 billion 
and Sl40 million liquidation preference 

Co,,mon stock, S I par v&lu~. 750 mill ton shares 
authorized, 387 7 million 
and 3 79 3 million shares outstanding 

Paid-in capital 

Unrealized gains on cenain marketable securittes 

Accumulated delictt 

Total sharenolden' equi1y 

Total liabilities and shareholders' cquiay 

199S 

s 672 s tl48 

155 731 

34 HS 

1,566 1,238 

3,027 :,972 

9,907 8,839 

3,420 2,700 

654 631 

949 

1,196 998 

30 

388 379 

388 379 

116 lJO 

(2.289) (1,950 

3,667 1,148 

.$22,132 s 16,716 

•JftCIMJIJ SJ 7~ •illlolf of pnj~Tnd I~CIITIIIIJ lhol orr rrdulftohlt for cwlr or. Q/ n .. , Wu,..,..r's opliQit. opproxllltOitly 



I]. I '"'1/wn Jharn of Ha~bro, /ltC. com"'o" Jtod o»7~rd by Ttmr W~r (Nolr 8). 

Table ofConten' 

199S Time Warner Annual Repor) J foR J!99S Financial Report I l 
Sutmu 

n-•--· n 1-<III.Doot~ ... ._'W'..-, W IOOit 



'TIME W .t1.RNER 
i .8A ~,.,.V~"- llllPOR'1" 

. . ""' - ""' 

B,gil4log Global Brands 

Consolidated Statement of Operations 

Year.~ coded December 31, (milbms, ucepe per shl~ llnOOlllJ) 1995 1994 
R~nua• SI.067 $7,396 S6,581 -----------------------------------------
Cost of revenues •.•• 4,682 4,307 3,780 

Selling. seneraJ and administrative •, •_• _____ 2,688 2,3 76 2.21 o 

_o_pen_t_in_s_ex_pe_n_se_s ____________ 7 ,370 6,683 s.wo 
Business segment opccating income 697 713 S91 
Equiry in pretax income ofEntenainment Group• 256 I 76 281 
Interest and other. net• (877) (724) (718) 

c_orpo_ru_e_e_xpen __ ses_• ___________ (74) (76) ( 13) 

Income before income taxc~ 2 89 g I 
_tncome __ aues ______________ (l26) (ISO) (245) 

Loss before extraordi.IW')' item 
Extraordinary loss on retirement of debt, net of $26 
million 
and SJ7 million income tax bcnctil in 1995 and 1993, 
rapec:tiwJy 

(124) (91) (164) 

(42) (Ci7) 

Net loss ( 166) (91) (221) 

P_r_e_rerr_ed_di_vi_de_nd_r_eq_wr_· _emen __ ts ________ (S2) (13) (118) 

_N_e_tl_o_••_•_P_P_I_ic_a_b_lc_t_o_c_o_m_m_o_n_sh_•_ra _______ $(218)$( 1 04) S( 3 3 9) 

Lou per c:om•on sh•re 
Loss btrore e.1traordinal")' item S( 4<>) S( 2 7) S( 75) 

Net_lo_ss ______________ S(.S7) S( 27) S( 90) 

Aver~~ge commtn shares ____ 383.8 378 C) 374 7 

• /nrludn rlrl' jo/lv,.mJ.: •••OJ111,. (rlpttu<'SJ rf' '"''"'Jt jrum trUIIJtKIItHU '"'"it t/,- f.mrrlmml,-111 rirvup ,,..J othrr rrlatt'd 

,tmlpt.llllt'J for lht> _,.oeors cltd.",td dranr~r JJ. J'J'Jj, /994. Oltd 199J. r•Ufi"CII~th• rt\'<tiiii<'.I·Sl/ I million. J )(J) mrl/lvtt ,.,1(/ 

S 170 mr/l,(m, cuJI Jj rr~mtt'J•Jt /fJIJ) 11ul/lon. J( /09) ,.,{llorr Oltd .1(117) "'11/llm; "'""'"K· J(rtPna/ (II•/ udm/11/Jiraltw•S o#fl 

11111/w". S ./ 7 ,,/111m (I Nl S IY mriiiO•r. t'qlltf)-' 111 prt'lar IIJC.Onrt of l:lrltrtomflrrt/1 (,roup·SrY J I millllm. S1 J }0) 11111/tott Oltd 
St/1 j, 1111111011. mirror •m<f other, '"' j(] ~~ 1t11/li01t, S /.ltmll!mr tlltt.l S(J)tmllum. c11td' llrp()rcJit' rap~nJtt.J64 RIIIIWII. J(IO 
,..,u .. ~ 1#•1 J6(} ,..,//ton 

s 437 $424 
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TIME WA ·NER 
1 P85 ANNU~ L. ' &PORT . 

Bulldioa 'Giobal Bral,\ds 
• 

Consolidated St,at..-ment nf Cash Flows 

Years J-:.ndrd /Jeamht:r J /, (mll/un/)) 

Opera lions 

Net loss 

Adjustments for noncash and nonoperating item~ 

ExtraGrdinary loss on retirement of debt 

One-time tax charge• 

Depreciation and amoniz.ation 

Noncash interest expense 

Excess (deficiency) of distributions over equity in 
pretax mcome of Enlcnainment Group 

Equity in income of other investee companies, net of 
distributions 

Changes in operating assets and liahilattes 

Receivables 

Inventories 

Accounts payable and other liabtlitie~ 

Other balance sheet chanse.s 

Cub provided by operations 

lnvatin1 Aeli\'ilieJ 

Investments and acqut!ottions 

Capital expenditures 

InveJtment proceeds 

Cash used by ;,- """I ina uti"itic1 

financina Activilies 

Borrowings 

Debt repayments 

_ _,_~-

Issuance of Company-obligated mandatorily 
redeemable preferred securilies of subsidiarie\ 

Redemption of old Series D preferred stock 

Dtvidends pa1d 

Stock option and dividend reinvestment plan~ 

~ ( I 66) ~9 ! ) s (221) 

4~ H 

70 

559 437 42·1 

176 :!19 185 

807 (56) (261) 

(l 6) ( 17) -

(68) (47) (71) 

(52) (J8) :'0 

160 314 2(JU 

(391) (258) ( 152) 

1.051 47) 2":..7 

(381) (187) (17~) 

(266) ( 164) ( i~R) 

.176 IIH JOt 

(271) (233) (270) 

2.021 582 4,714 

(2.693) (626) ( l,S99) 

949 

( 3,499) 

( 171) (142) (29Q) 

106 34 92 



Ot_her_._:_p_ri_na_;· pal~l~y_fi_nan_ci_n_g_co_s_ts _______ (91) 

Cash provided (used) by financing activities 12\ 

Increase (Dnrust) in ( '••" and fo:quiv•lenh 903 

Calli and Equivale.nls 11 Beainning of Period 282 
---

(b) ( 143) 

(1\K) (729) 

82 (742) 

200 942 

Cash and Equivalents 11 End of Period • • s 1,18 5 S 282 $200 -- -----
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TIME WARNER 
,, ... A. .. N\l~L REPORT 

BgtJ411oa. Globat·BraQds. 

Consolidated Statement of Shar~holders' Equity 

ff(md/tons. ex-;;;;;1 - · ~ ~[: --~~ I~ ·- I : 
I~ share Pr~J~rred (:omfiWII l:md-lnll llnrealt:e~ ccumulated 1 olaf 

I ou11ts) {' lc Stoc:k ( apttol Gams J)ejtcll 
.___ .J .JIOC -.J I t 

~~LANCE AT Jt 'B'I 
I 
DECEMBER s 129 Is 372 IS8,606 s-
31, t99l I 

-~ . ..,__...-
Is (9~o> 
l 

\~oss J 

~
ividends on 

I common i 
I tock-S.ll per I 
1~are _j 

ro.vidends on 
Series B 
preferred 
stock-S9.28 per 
share 

!!Dividends on old 
l S~ries C and D 
preferred stock. 
to dates of 
redemption or 

lex~hange 

l
1Exchange of old t 
I Series C I 

4 ~· 
[ 

l: 

[<221) 

r 16) 

l 

lc. 3) 

l 
I 
I 

'( 106) 

l 

(311) 
• and redemption 
1 
of old Series D 
I preferred ~toclc 
.!Unrealized gains -- -
lion cer1 lin 

L I 
I l marketable 

1equitY, 
mvestments at 
adopuon of F AS 

~--
Shares issued 
pursuant to stock 
option and 
dividend 

.:J 
nrl 

I S8.1t•71i 

1p21> 1 

1
(116) I 

J ,, 

t)l1 

! 
Jl J 

llll 
( 106) I 

Jl 
1) II 

( 6,6 79) 

,205 

12~ 



~::estment I L __ jL J j I 
jOther :J DU E) _ ~~ =-1 
lrBALANC::JAT D llj't]"-- ~,r 
I
IDECEMBER I 1378 ll:!,537 205 li<t.751) ,,1,370 
131, 1993 I - I. - - JL J 

~~et Loss ~ :<91) - j[<9D ] 
Dividends on l 
common 
stock-S 35 per 

1 share (S.09 per 
1 share per quarter , 

lleffective for the 
1 

second C1uarter of 
1994) 

l - -
1Dividends on -~ 

l::r:.~ I 
stock·S9.28 per I 
share 

Unrealized losses ] 

oncertain J 
marketable 
equity 

~~estm~_ 
I Shares issued 
pursuant to stock 
option and 
dividend 
reinvestment 

r.-
1 
I 
I 

53 

jother d [c6) J 
lrBAi:ANCE AT J,_,lr-lEJ'.--
I plans 

iiDECEMBER I ,,j379 12.588 130 

~~·· 1994 --
1 
__ __,__ . --

I{B_et Loss =._] 

~~~~~:so~ 
!
stock-S 36 per I 
share J 

Div1dends on l 
Series B 
preferred 
stock-S6 40 per 
share 

\!Dividends on 

3 

J[_ 
·--

54 

1r -=-
38 l32 

(I ,950) 1 148 

( 166) l[c Joo) 

I 

(138) r 138) 11 

' I J 

k lSl I 
J 

= 1 ,[ 



jnew Series C, D. 
G. Hand I 
preferred 
stock-S3 75 per 
share per year I 
effective fromJ 
1the respective 
ldates of issuance 

l
r----oll,f--1 1 !~:~:~ :~d I, ' I 

i ~referrend Lstcocok 14 13 1,367 l ! m the K M 
1 

I 
and Summit 1 J 
(acquisitions !,_ ____ [ _ _ 
.lssuance~1 

- ~--~~ 
j preferred stock I 
I in the ,, 15 

1

1.311 i 
liiTOCH~rr oshiba 
.!_!:ansacuon JL_ 
I Unrealized losses 
jon certain 
1 mar.ketable 

1 
eqwty 

1 investments _j 
!shares issued 
!pursuant to stock 
option and 
dividend 

1 
r~investment J 

ilplans __ 

I !other 

jBALANCE AT ,,,.-

!DECEMBER liS 30 
I)(, 1995 
~:----

4 122 

I 

i 
I 
1(44) 

I 
L_ 
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TIME WARNER 
..... ~ft~UA I.. a &PORT . . 

Bqtldio • .. ~.obal Br:a~ds 

Notes to Consolidated Financial Statement.s 

I. ORGA~UZA TION AND SUMMARY Ot' SIGNI .. IC'ANT ACCOUNTINC; I'<) I, I( 'IES 

Description of Business 

Time Warner Inc ( .. Time Warner" or the "Company") is the world's leading media company, whose 
principal business objec-tive is to create and distribute branded infor-mation and entertainment 
copyrights througt1out the world Time Warner has .nterests in three fundamental an .. as of businesl. 
Entertainnu·nt, consisting principally of mterests in recorded music and musac publishin~ filmed 
entertainment, bro•dc.asting. theme parks and cable televisiOn programmmg, Newli and Information, 
c<>nsisting prmcipally of inu:rests in mc~gazmc publishing, bonk puhlishin,K and dnect marketing, and 
Telecommunications, consisting principally of mtereMs en cable:: telev1C~1on .-.yMc:m Suh~tlllliltlly 1tll 
ofTime Warner's interests in ftlmcd entcrtaanment. broadcasting. theme park!., cable tclcvtsiOn 
programming and most of its cable televisi<>n systems arc held through ·r mu: Warner Entcrtamment 
Company, L P ("TWE"), a partnership m which Time Warner own:. a 74 4C)O/o H:sidual equity 
interest and <:enain prionty capttal interests senior thereto Time Warner docs not ronsolidate TWE 
and certain related companie~ (the "Entenainment GroupM) for fmancial reponing purposes because 
of certain limited partnership approvaJ rights related to TWE's interest m ccnain cahlc tclev1~1on 
systems. 

Each of the business interests within Enrertainment, News and Information and Tc::teconununic<1tions 
~~important to ma.nagement's ObJective of i11creasing shareholder value through the creation 
extension and distribution ofrecogni7.able brands and copyrights throughout the world Such brands 
and copynghts include (I) copyrighted music from manv of the world's leading rL"Cordmg a11ists that 
is produced and distributed by a fiJmjly of establi~hed record labels such as Warner nrolt Records, 
the Atlantic 11\d Elektra Entertainment Groups and Warner Music International, (2) the uni<jUC: and 
extensive film and tele-v1sion libraries of War~r Rros and trademarks such as the Looney Tunes 
characters and Batman, (J) The WB Network, a new national broadca~ting network laundtcd tn 

i'X>5 as an extension of the Warner Bros brand and as an additional distribution Ol.tlet for Warner 
Bros' collection of children cartoons and telev1s1on programming. (4) Si"' Flag~. the largest regional 
theme park operator in the L nited States. in wh1ch TWE owns a .,-JO,o mter~:-1, ~) liB() and 
Cinemax, the leadir ,a) telev1sion serv1ces. (6) magvine franch1!>c~ such as Time. People and 
Sports lllu~lrated and direct marketing brands such a~ Time L1fe Inc and Book-nf-thc:-Monlh Club 
and (7) l1me Warner Cable. the second largest operator of cable telc'-"1~1un system~ m the US 

The operating results >f T1me Warner's various busmess tntereo;ts arc presented herem as an 
mdication of fmanciaJ performance (Note 13) Except for stan-up losses in~urred in ,., e'lon to 
create value in a branded national broadcasting network. Ttm• Warner's principal business interests 
generate Significant opcrattnB mcome and c,nh flow from operations The ca<~h flow from operations 
generated by such hu~mes~ mterests is stgnllicantl.y greater than their Pfle';'tu'H mcome due to 
sign.i(Jcant amounts of noncash amoniz.ation of intan~1ble assets re:coBnil!cd in various acqu1~111uns 
accounted for by the purchase method of accounting Noncash amoniz.ation of intangible asse1 s 
rc:~,;orded by Time Warner's business inttresrs. including the unconsolidated busmess interests of the 
E.ntenamment Group, amuonted to SK22 milhon m I t)(J!i. $782 nulhon m I •J'J4 and Si6M rnilhon m 

1993 



Basi• of Con1olidation and Accounting 
or lnvestmtnts 

The consolidated financial statements include 1000/o of the assets, liabilitic:., revenues, elCpenses. 
income, loss and cash flows ofTime Warner and all companies in "'hich Time Warner has a 
controlling voting interest (•subsidiaries"), as if Tame Warner and its subsidiaries were a single 
company. Significant intercompany accounts and transactions between the consolidated compani•'i 
have been eliminated 

The Entena.inment Group and investments in cenain other companies in which ·1 1mc Warner has 
significant influence but Jess than a controlling voting interest, are accounted for usin~ !he equity 
method. Under the equity method, only Time Warner's mvestment in and amounts due to and from 
the equity investee are included in the consolidated balance sheet, only Time Warner's share of the 
investee's earnings is included in the consolidated operating results, and only the dividends. cash 
distri-butions, loans or other cash received from the mvestee, less any additional cash investment, 
loan repayments or other cuh paid to the investee are included in the consolidated cash flows 

In accordanc'" with Financial Accounting Standards llo1ud ("FASll") Starcmt'nt No 115, 
·Accounting a: or Ceruin Investments in Debt and EqUity Securit1es," (''1- AS II~") mvestrn::llt~ 111 

companies in which Time Warner does not have the controlling interest or an ownenhip and voting 
interest so large as to exen significant influence are accounted for at market value if the investments 
are publicly traded and there are no resale restrictions. or at cost. if the sale of a publicly-traded 
investment is restricted or if the investment is not publicly traded Unrealized gains and losses on 
investmenu a~nted for at market value are reponed net-of-ta" in a separate component of 
shareholders' equity until the investment is sold, at which time the realized gaan or loss IS mcludcd in 
income Dividends and other distributions of earnings from both market value and cost u1cthod 
investments are induded in income when dedared 

The effect of any clw.~es in Time Warner's ownership interests resulting from the issuance of equity 
capital by consolidated subsidiaries or equity investees to unaffiliated panics ts included '" income 

Foreign Currrncy 

The financiaJ position and operating results of !M.Ibstantially all foreign operations are consolidated 
using the loca.J currency as the functional currency. Lrx:al currency assets and liabilities art• 
translated at the rates of exchange on the balance ~heel date. and h.x:al currency revem:es ,nd 
expenses are translated at average rates of e"change during the period ResuhinH translation gams 
or losses, which have not beC'n material. are included in accumulated 'eftcit Foreign currency 
•ransaction gains and losses. wh1ch have not been material. are included in operating rc1oults 

Uae or t:sCimllU 

The preparation of fmanc:ial statements in conformity with generally accepted accounung principles 
requires management w make estimates and assumptions that affect the amounn reponed in rhc 
financtal statements and footnotes thereto Actual retuhs could differ from tho!oc cstirmttcs 

Sigmficant estimates inherent in the preparation of the accompanying consolidated financ1al 
statements include management's forecast of anticipated revenues from the sale of future and 
existing music and publiming-related products in order to evaluate the ultimate recovcrability of 
accounts r~ivables and anist and author advancc-s recorded as assets in the wnsolidated balance 
sheet Accounts receivables and sales in the music and publishing industries are subject to 
customers' nghts to- return unsold items anagement periodically reVlews such estimates and it is 
reasonably possible that management's assessment of recover ability of accounts receivables and 



individual anist and author advances may change based on actual results and other factors 

Rtvenur:s and Costs 

The unearned ponion of paid subscriptions is deferred untu magazines are ddivered to subscribers 
Upon each delivery, 1 proportionate share of the gross subscriptio11 price is included in revenues 

Inventories of magazines, books, casseues and compact discs are stated at the lower of cost or 
estimated realizable value. Cost is deternUned us.ing first-in, first-out; last-in, f1rst-out, and average 
cost methods. In acrordance with industry practice. ccnain products (such as magazines, books, 
compact discs and cassettes) are sold to customers with the right to return unsold items Revenues 
from such sales represent gross sales less a provision for furure returns. Returned goods included in 
inventory are valued at estimated realiable value but not m excess of cost 

A significant ponion of cable system revenues are denved frorn subscriber fees, wh1ch arc rccord~d 
as revenue in the period the service is provided 

Adnnising 

Advenising costs are expensed upon the first exhibition of the adveniscment, except for certain 
direct-response advertis.ing, for which the costs are capitalized and amortized over the expected 
period of future benefits Direct-response advenising principally cons1st5 of product promotional 
mailings, broadcast advenising. catalogs and other promo1ional costs incurred in the Company's 
direct-marketing businesses. Deferred advenising costs are generally Jmoni1cd over periods of up 
to thl"ee years subsequent to the promotional event using straighr-line or accelerated methods, wit:1 
a significant ponion of such costs amortized in twelve months or less Deferred advenising costs for 
Time Warner amounted to $195 million and $175 million at December 31, 1995 and 1994, 
respectively. Advertising expense for Time Warner amounted to $I .045 billion in 1995, S931 
miUion in I 994 and $831 million in 1993. 

Cash and Equival~nu 

Cash equivalents consist of commercial paper and other investments that arc readily conveniblc into 
cash, and have original maturities of three months or less Noncurrent cash and equivalents at 
December 31, 1995 consist of net proceeds received from the issuance of Preferred Trust Securities 
in December 1995. which were segregated for the redemption nfthe 8 75% Convcn:hJe Ocbrntures 
in February 1996 (Notes 6 and 8) 

Propeny, Plant and Equipment 

Property, plant and equipment are stated at cost Additions to cable property, plant and equipment 
generally include material, labor. overbead and interest Depreciation is provided generally on !he 
straight :ine method over usefi "ves ranging up to twenty-five years for buildings and 
improvements and up to fd\een years for furniture, fixture!, cable tdcv1sion equtpmcnt and other 
equipment 

In March 1995, the FASB issued Statement of financial Accounting Standards No 121, 
"Accounting for the Impairment of Long-Lived Assets and for Long-Lived Assets to Be Disposed 
Of." ("F AS 121 ")effective for fiscal years beginning after December IS, I 995 The new rules 
establish standards for the recognition and measurement of impairment losses on long-lived assets 
and cenain intangible assets. Time Warner expects that lhe adoption ofF AS 121 will not ha"vt: a 
material effect on its financial o;tatements 

lntanKiblr Aurts 



As a creator and dllltributor of bf andcd 111Jormation and cntcnainmcnt copyrights. Tunc Wamer has 
a significant and growing amount 0fintangiblr assets, mcludm~ goodwill, c1.blc televisiOn franchises 
and music catalogues, contracts and cnpy11~tus In accordance w.th generally accepted accounaing 
principles, Time Wame1 does not recognize the fair value of inte1 nallv-l(enerated intangible assets 
Costs incurred to create and produce copyrighted product, such a~ compacl discs and cassettes. arc 
genenlly either e-xpensed as incurred. or c,api1ali1.ed as tangible assets as in the use of cash 
advances and inventoriable product costs However. accounting recognition is not given to any 
increasing asset value that may be aswctated w1th the collection of the underlying copyrighted 
material. Additionally, costs incurred to create or extend brands. such as m.agujne titles, generally 
result in losses over an e.xtended developmeot period and are recognized as a reduction of income as 
incurred, while any correspvnding brand value created is not recogniLed as an intangible asset in the 
consolidated balance stlect On the otber hand, inta.ngible assets ae<]uircd in business combinations 
accounted for by the purchase method of accounting a_re capitaJi,,.cd and amortil«i over theu 
expected useful life as a noncash char~e a~amst future results of opc.-lattom: Accordingly. the 
intangible assets reported in the j,;()nsolidated balaniCe sheet do nut reflect the fair value of Time 
Warner's internally-generated intangible assets. but rather arc hmited to intan~tl•1e assets resulting 
from certain acquiclllertammc lt copyright:., Time W<t.rner has a si~niftcant and growing amount of 
in1angible asse&s, including goodwill, cable tdevi 

Time '.Varner amonizes goodwill over penods up to forty years usmy the straight-line method 
Cable tele-vision fr.mchise!o, music catalogues, contracts and copyn~lll'>. ctnd other mlangtl>lc a.!>scts 
are amortized over periods up to twenty years using the !otraight-linc method Jn 1995, 1994 and 
1993, <~mortization of goodwill amounted to Sl75 million, Sl5S million and Sl48 million, 
respectively, aml>ni7Ation of music copyrights, artists' contracts and record catalogues a'11ounted to 
S I 18 million, S II~ million and S 113 million, respectively; amortization of other intangible assets 
amounted to S43 million. SJ I million and S3 I million, respectively. and amoniuti1 n of cable 
television franchises amounted to S42 million in 1995. Accumul•ued amortization ofintan-gilllc 
assets at December 31, 199~ and 1994 <~mounted to Sl 845 billion and Sl .50~ btllion. respectively 

Time Warner separately reviews the carrying value of acquired mtang1ble ~U~cts for each acquired 
entity on a quarterlv basis to determine whether an impairment may exist fime Warner considers 
relevant cash llow and profitability infonnation, inc::luding estimated ftJture operating results. trends 
and other available information, in assessing whether the carrying value of mtangible assets can be 
r~overed. Upon a determination that the carrying value of intangtble assets will not lx recovered 
from the undis.counted future cash flows of the acquired busmess, the carryin~ value nf Juch 
intangible assets would be considert:d impaired and w11l be reduced by a charge to operations in tbc 
amount of the impainnent Impairment is measured as any dcfic1ency in estmuated undtscmmted 
future cash !lows of the acquired busmess to rccuver the carrying value related to the intang1blc 
assets 

Income Tues 

Income taxes are provid,.~ usmg the liabthty method prescribed by FASB Statement No I 09, 
•. ~ccounting for Income 1 axes " Under the liabtlity method, deferred income tu:es reflect tax 
CI.IT)'forwards and the net tax effects of temporary differences between the carrying amount of 
assets and habiiities for financial statement and income tax purposes, as determined under enActed 
tax laws and rates_ The tinan.:ial effect of changes in tax laws or rate~ i~ accounted for in I he penod 
of enactment 

Reali1..ation of the net operating loss and mvestment tax credit carryforwards. whach Y..C'rr· Bl'tllurrd 
in acqui-sitions, are accounted for u a reduction of goodwill 

The principal opera~ions of the Fntertammcnt Gruup are conducted by partnerships Income tax 



expense includes all income taxes related to T1me Warner's allocable share ofpannership income 
and its equity in the income tax c:Kpense of corporate subsidiaries of the pannership~ 

~tO('k Option!' 

In accordance with Accounting Principles Board Opinion No 2S, "Accounting for Stock Issued tu 
Employees," compensation cost for stock options is re.cogniz.ed in income based on the excess. if 
any, of the quoted market price ofthe stock at the grant date of the award or other measurement 
date over the amount an employee must pay to acquire the stock. The exercise price for stock 
options granted to employees equals or exceeds the fair market value of Time Warner common 
stock at the date of grant, thereby resulting in no recognitiun of compensation e'l(pcnse by Time 
Warner. 

Loss Per Common Shan 

Loss per common share is based upon the net loss applicable to common shares aflcr preferred 
dividend requuements and upon the weighted average of common shares outstanding during the 
period. The conversion of securities convenible mto common stock and the exercise or ~tocl 
options were not assumed in the calculations ofloss per common share because the ctlcct would 
have been antidilutive 

R~classirica 1 ious 

Cenain reclassific.ations have been made w lhe prior years' fmanc-ial statcnu.:nt~ to conform lo the 
1995 presentation 
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TJ.ME WARNER 
18·~- ~ .. \!-61. ASfOflT 

Bqtl4iDJ Gl~batlira~d~ 
1. ENTERTAINMENT GROUP 

Time Warner's investmer• in and amounts due to and f10m the Entertainment Group at D~-ccmbcr 
31, 1995 aod 19<>4 consist of the following. 

_Dr« __ JIN_~_,_J_1·_~_._'11_'01fJ_J _____ I995 199-1 

Investment in TWE 

Income tax and St·OCk option 
related distributions due from 
TWE 
Credit agreement debt due to 
TWE 
Other liabilities due to TWE, 
principally related to home 
video distribution 
Other receiv-ables due from 
TWE 

lnve~tments in and amounts 
due to and front TWE 
J~ovestment in other 
J:ntcrtainment Group 
companies 

s s 
6.179 5,284 

122 423 

(400) (400) 

(354) (206) 

16-

5.623 5,041 

Ill 309 

_T_ot_al ________ SS, 734 SS,150 

TWE is a Delaware limited partnership that was capitaliled on June 30, 1992 to own and operatr 
substantially all ofthe F1lmed Entenainment, Programming-HliO and Cable husines~c!i. prcv•ou<>IY 
owned by subsidiaries of Time Warner Ce1tam Time Warner !i.ubs1dianes are the general panners of 
rwE ("Time Warner General Panners"). Time Warner acquir~d the a~regate II 21% liu1ited 
pa:1.nership interests pre11iously held by subsidiaries of each of ITOCHU Corporation ("ITOCIIll") 
and Toshiba Corporation ("Toshiba") in 1995 for an aggregate cost of S I 36 billion. consisiing of 
I S million shares of convenible p ·.:rred stvck (Series G Preferred Stock, Senes H Preferred Stuck 
and Series I Preferred Stock) and S 10 million in cash (the "ITOCHUn'oshiba Transaction") ·r he 
ITOCHUffoshiba Tran~ction was accounted for by the purchase method of accounting for 
business combinations 

Aflcr the ITOCIHJrroshiba Transactton, Time Warner and certatn ofus whvlly-owned subs.•cJJallc~ 
cullcctJvely own 74 49% of the pro rata pnority capital and re~1duaJ equity interests in TWE, and 
cena.in additional scnror and junior priont) capital interests The remaining 2 S 5 I% pt o rata priority 
capital and residual equity limited pannersh•p mterests Are held by a subsidiary of U S WEST. Inc 
("US WEST"), which acqUired 'uch interests in 1991 for Sl 'il2 billion of cash and a Sf 021 1'11lh<JI1 
4 4% note (the "U S WEST Note•) 

Each partner's interest in TW.E consists of the initial priority upital and residual equity amounts thac 



were assigned to that partner or its predecessor based on the estimated fair value of the net assets 
each contributed to the pannership, as adjusted for the fair value of ccruin assets distributed b)' 
TWE to the Time Warner General Panners in 1993 which were not subsequ~>:ntly reacquired by 
TWE in I 99S (•Contributed Capital"), plus, with r("• ,>ect to the pnority capital interests only, any 
undistributed priority capital return. The priority capital return consists of 'let partnership income 
allocated to date in accordance w;th the provisions of the lWF. partnenhir •Mretment ftnd the 11Mht 
to be allocated additional partnership im .. omc which, together with any previously allocated net 
panncnhip income, provides for the various priority capital rates of return specified in the tahle 
below The sum of Contributed Capital and the undistributed priority capital return is referred to as 
"Cumulative Priority Capital " Cumulative Priority Capital is not necessarily indicative of the fair 
value of the underlying priority capital interests principally due to above-market rates of return on 
certain priori[)' capital interests as compared to securities of comparable credit risk and maturity, 
such as the 1 J .2S% rate of return on the junior priority capital int~est owned by subsidiaries of 
Time Warner. Funhermore, the ultimate realization of Cumulative Priority Capital could be aflected 
by the fair value of 1WE, which i'i subject to fluctuation 

A summary ofthe priority of Contributed Capital, Ttme Warner's ownership of Contributed Capital 
and Cumulative Priority Capital at December 31, 199S and priority capital rates of return thereon 1s 
set fonh below: 

Priority 
C'apllal 

Priority of (' 1 . RDtes of 
. umtua/tve 

ContrlhutedCOIIIrJbutedp . Return•• r...... I G . I• rtortty J1U: ~Ia _aptla (' . 1 , ,.. per 
(b .11 . ., aplla 

1 totu/ ammm 
compunded 
quarter~v) 

SJ 4 8 000/a 

% 
Ow11ed 
h.r lime 
Warner 

100 00% 
Senior 
priority 
capital 
Pro rata 
priority 
capital 
Junior 
priority 
capital 
Residual 
equity 
capital 

56 87 1J 000/o•••• 74 4<J% 

29 4o 

3 3 J 3' ••••• • ••••• 74 49% 

• • •• I I (10'! • 10 lhr olen I COill:urrenlly dllll!buled 

..... "Rcadual C!Ql.llly c.pllll 11 noc entitled 10 Ill led Pfl'YIIy r11C1 of return Ind. u tudl. ICI Cumula11"'" l'r10nly C•poLIIIl eqlllilo 111 

Cor!lllbuled Caplal Howrvw. U1 cbc c:uc or ca1aln C\'COII tudlu lhr ltq~o~dllal Of ~101'1 of re..dw.l eQUII) capoLIIII C'lllllla.t to 

any ~of !he tl.lr vabicof~ nee .-ca o(~ u•cr the •Nrc~JJic amount ofCum~ll"" l'rMNIIV CapoLIIt~ki 'ra:...J tu. 

llloe&hom. The raodllll equ.ry Contnbulcd c IJMLII hn pi'IOfll)' IIYCI lhr pnn<ll)' telllml ._.. JUnltlf lnd rwu IIU JWIUflh UIJWLII 



Because Contributed Capital is based on the fair vaJue of the net assets that el'lch partner contributed 
to the pannership, the &83fegate of such amounts is significantly higher thal'l TWE's partners' capital 
as renected in the consolidated financial statements, which is based on the histoncal cost of the 
contributed net assets. For purposes of aJiocating partn~rship iocome or Joss to the partners, 
partnership income or loss is based on the fair value of the net uscts contributed to the partnership 
and results in significantly Jess partnership incom(', or results in partnership losses, in contrast to the 
net income reported by TWE for fmanciaJ statement purposes, which is also based on the historical 
cost of contributed net assets. 

Under the TWE partnership agreement, pannership income, to the extent umed, i!i first allocated to 
the partners so that the econom1c burden oft he income tax consequences of partnership operations 
is borne as though the partnership were taxed a' a corpofllion (•special tax allocations·). then to 
the ~ior priority, pro rata priority and JUnior pnority capitaJ interests. m order of priority, at rate!! 
of return ranging from 8% to 13 2S% per annum, and finally to the residual equity rnterests 
Pannership losses generally are allocated f1rst tP eliminate prior allocations of partnership income 
to, and th ·n 10 reduce the Contributed Capital of, th(' res1dual equity, Junmr priontv ~apital and pro 
rata priority capital interests, in that order, then to reduce lhe Time Warner General Partners' senior 
priority capital, including partnership income allocated theret:o, and fmally to reduce any special tax 
allocarion::. To the extent par1nership income is insufficient to satisfy all spec1al allocations in a 
panicular accounting period, the right to receive additional pannership income nrx:essary to prov1de 
for the various priority capital rates of ret: urn is carried forward until satisfied out of future 
partnership income, includtng any partn('rship income that may re5ult from any liquidation or 
diswlution oflWE 

The TWE pannership agreement provides, under cenain circumsaances, for the distribution of 
panneTship income allocated to the senior priority capitaJ owned by the Time Warrer General 
Partners. Pursuant to such provision, $366 million of partnership income was distributed to the 
Time Warner General Partners in 1995. The senior priority ,.;apital and, to the extent not previOusly 
distributed, partrership income allocated thereto is required to be distributed in three annual 
installments beginning on July I, 1997 The junior priority capit&J owned by subsidiaries of Time 
Warner may be increased if cenain operating performance lat~ets are achieved over a five-year 
period ending on December J I, 1996 and a ten-year period ending on Deccmhcr ll, ::!30 I 
Although satisfaction of the ten-year operating performance target is mdctcrminablc at th1s time, it 
Js not expected that the five-year target will be attained 

TWE reponed net income ofS73 million. Sl61 m1lhon and Sl98 m1lhon m JC)95, )1)•,~ and 1991, 

respectively, no ponion of which was allocated to the limited partners T1me Warner did not 
recognize a gain when TWE was capitalized TWE recorded thL ,usels contnburcd hy the Time 
Warner General Partners at Time Warner's histoncal cost. The exce~s of the Time Wamer General 
Partners' interest i. :1e net: a~u-ts ofTWE over the net book value oftherr im•c~tmcnr in TWE '" 
bemg amonizcd to income over a twenty year per1mJ 

U S WEST has an option to obtain up to an additional 6 33% of pro rata prionty cap1tal and 
residual equity intere:.ts, depending on cable operating perl'ormance The optmn IS cxer. isable 
between January I, 1999 and on or about May 31, 200S at a maximum cxerctse pnce of S I 25 
b1llion to S 1.8 billion, depending on the yu.r of exerci.e. Either U S WEST or TWL may elect that 
the e11.ercise price be paid with partnership interests rather than cash 

Each Time Warner General Partner has guaranteed a pro rata ponion of approximately S6 billion of 
TWF.'s debt and accrued interest at December 3 I, 199S, bued on the relative falf value of the net 
ISSeiS each Time Warner General Pannc:r contnbuted to lWE Such mdebtedness is recourse to 
each Time Warner General Partner only to the eKtent of its guarantee In addition to their interests 
10 T\VE and the other Entenainment Grcmp cnmpan1e-.. the assets of the Time Warner General 



Panners include the equivalent of 29 6 million common shares of Turner Broadcasting System, Inc. 
12 I million common shares of Hasbro, Inc, 43 7 million common shares of Time Warnc1. and 
substantially all the assets of Time Warner's music business There arc no rcstnctions on the ab1lity 
of the Time Warner General Partner guarantors 10 transfer assets. C' '1er than TWE assets, to panies 
that are not guarantors. 

Set fonh below is summarized financial information of the Emcnamment Group, wh1ch rcnects the 
consolidation by TWE of the TWE·Advance'Newhouse Panncrship effective as of Apnl I, 1 ?95 
(Note 4), the deconsolidation of Six Flags Entenainment Corporation ("Six Flags") effective as of 
June 23, 1995 and the consolidation of Paragon Communications ("Paragon") effective as of July 6, 
1995 

TIME WARNER ENTERTAINM£NT GROUP 

Opfnting Stat~m~nt lnrormation 

Yean J:.ndetl 
December 3/, /995 /99../ JC)C)j 

(m1lhons) 
~-- -- ~--

Revenues $9,u29$8, 509$7.96.1 
Depreciation and 

1,060 959 909 
amonization 
Business segment 

992 852 905 
operating income 
Interest and other, 
net 

539 616 564 

Minority interest 133 
Income before 

256 176 281 
income taxes 
Income before 

170 136 217 
extraordinary item 
Net income 146 136 207 

Cash Flow Jnrormation 

Yt•an Ended 
!Jer:.:mhr:r 3/, 
lrmf!Jom) 

Cash provided by 
operations 
Cap1tal 
I!Xpenditures 
Investments and 
acqutsltlon:; 
lnvntment 
proceeds 
Loan to Time 
Warner 
BorroWlngs 
Debt repayments 

JW5 /9Y.J /IJ93 

$1.495 Si,341 SJ,276 

(1,6~.,)(1,235) (ol3) 

(217) (186) (368) 

1.120 "i I 184 

• (400) 

2,484 1 ,001 3,07~ 

(3,596) (953)(3,734) 



Collection on note 
receivable from US 
WEST 

602 134 16 

Capital 
contribution• 
Capital distributions ( 1063) 

Increase (decrease) 

· I ~J2 

( 120) (20) 

10 cash and 
equivalents 

(862J (267) 1.302 

Babnct Sheet Information 

DtamMr JJ, (m1lhmu) 

Cash and equivalents 
T otaJ current assets 
Tow assets 
Total current liabilitil'!!l 
Long-term debt 
Minority interests 
Time Warner GencraJ 
partners' senior priority 
capital. consisting of 
S 1.364 billion Contributed 
Capital plus an 
undistributed priority return 
Panner' capital, before 
deduct.ion ol the USWEST 
Note 
USWEST Note 

1995 /9'U 

$209 s 1,071 
2,909 3.571 

18,960 18/>92 
3,230 2,95) 
6.137 7,160 

726 

1,426 1,663 

6,145 7,262 

169 771 

fbe assets and cash flows on WE are restricted by the TWE partnership ~and credit a~rc~ments and 
are unavailable for use by the panners cxcepl through the payment of ccnam fees. reimbursements, 
cash distri-butions and loans. which are subj<"Ct to limilaltons At December 31, 199~ and 1994, the 
Time Warner General Partners had record,.d S 122 million and S89 milhon. respectively. of stoc:lc 
option related distributions due from TWE. based on closing prices of l•me Warner common stock 
of S.37.875 and $35 125, respectively 1 ime Warner is paid when the opt•llns are excr·cised The 
Time Warner General Panncrs also receive tax-related distn-butions from TWl: The payment of 
such distribution.S was previously subject to resuictions until J~!y 199~ anti IS now made to the. 
Time Warner General Partners on a current basis At December ) I, 1994. the Time Warner General 
Partners hadar rued SJH million of tax-related distributions due from nvE Doring 1995, the 
Time Warner uencral Panners received net distributions from TWE in the. amount ofSI 063 
billion, consisting of$366 million ofTWE panncrship income allocated to the Time Wa.rner 
GeneraJ Panners' semor priority capllal •ntcrest, $680 milhon of tax-related distributions and S 17 
million of stock opuon related distnbutions During 1994 and 1993, lhc Time Warner General 
Partners received net dtstnbuttons from TWE in the amount of S 120 million and SlO null ion, 
respectively, consistins of$1 ·15 million oftax-related distributions and S5 million of stock option 
related distributions in 1994, and S20 million of stock opuon related dr~tnbut•ons in 1993 In 
addition to the tax, stock option and Time Warner General Pa11ners' senior pnonty capital 
distributions. TWE may make other di~tributions. senerally depending on excess cash and ch:dit 
agreem.:nt limitations The Time Wa.rnc1 General Panners' full share of sw..h da,tributions m11v be 



del erred if the limited partners do not receive cena.in threshold amouuts by ccnain dates 

On June 23, 1995, TWE sold 51% of its interest in Six Flags to an investment group led by Boston 
Ventures for S204 million and received S640 nl:'lion in addi1ional proceed' from Si;l( Flags, 
representing payment ofccrtam mtcrcornpany indebt~ness and licensing fee!> As a rcsuh of the 
transaction, Six Flags has been d~consolidated and TWE's remaining 49% tnterest in Six Flags is 
ac~.:oun(ed for under the equity method of accounting. TWE reduced debt by approximatclv S8SO 
million in connection with the transaction, and a portion of the income on the transaction has been 
deferred by TWE principally as a result of its guaranlee of ccnain th1rd·pany, zero-~oupon 
indebtedness of Six Flags due in 1999 

In tbe normal course of conducting the1r businesses, Time Warner and its !>ubstdiancs and aflihate'i 
have had various tran~actions with TWh and ot~r Entenainment Group companies. generally on 
terms resuhin~ fwm negotiation between the aiTected units that in management's view results in 
rca!.t)nable allocations In 199~! TWE and cenain subsidiaries of Time Warner entered inl(l 
management ..erviccs agreements, pursuant to which TWE receives fees for the management of all 
cable television systems owned by Time Warner anagemenr fees paid 10 TWE in 1995 were not 
material In addition, Time Warner provides TWE with cenain corporate suppon services fo1 ...,hich 
it received a fee in the am,,unt of$64 million. SoO million and $60 million m 199S, 1994 and 1993, 
respectively. 
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rlMEWARN~ 
·t,, 'M · . .. 14~41. 8C,P~·T . 

~ t-4ltai.G.l()bal-ll~•~ds 
3. TBS TRANSACTION 

Time Warner ha.s entered into an Amended and Restated Agreement and lllan of Merger dated as of 
September 22, 1995 (the "Merger Agreemcol"), which provides for the merger of each ofTimc 
Warner and Turner Broadcasting System, Inc ("TBS") with separate subsidiaries of a h('lding 
company {"New Time Warner• and collectively, the "TBS Transaction") In connectiOn thcrewuh. 
the.: issued and outstanding shares ofe.tch chilli!. ofthe capital stock ofTime Warner will be 
convened into shares of a substantially identical class of capital stock of New Time Warner In 
addition. Time Warner ha~ agreed to enter into cenain agreements and related transaction~ with 
cenain shareholders ofTBS, inchJding R E Turner anci Libcny Media Corpora:H)II ("LMC") The 
Merger Agreement and cenain related agreements prov1de for the •~suimcc by New T1me Warner of 
approximately 172 8 million shares of common ~tod:, par value S 0 I per share (including SO 8 
million snares of a spec1al class of non-redeemable common stock to be 1ssucd to LMC1 the "LMC 
Cla!ls Common Stock''). in ex<.h&niJC for the outstanding TBS capital stocl, the issuance of 
approximately I 3 million stock options to replace all ,>utstanding TBS opuon~ and the assurnphon 
ofTDS' indcbtednes~ (which approximated S2 S billion at l)et:ember 31, 1995) As pan of the TBS 
Transaction. LMC will receive an additional f1ve million ~harc.:.s of LMC Class Common Stock 
pursuant to a separate option agreement which, together w1th the .50 8 million shares rece&ved 
pursuant to the TBS Transaction, will be placed in a voting trust or, in certain circumstances. 
l"Xchanged for shares of another special class of ndn-voting, non-redeemable common stock of New 
Time Warner The TBS Transaction will be accounted for by the purchase mcthoJ of accounting for 
business combinations 

The TBS Transaction is .subject to customary closing conditions, including the aprruval of the 
shareholders ofTB~ and of Time Warner, all necessary approvaJs of the Federal Communications 
Commi~sion and appropriate antitrust approvals. There can be no usurancc that all these O!.pprovals 
<...tn be obtained or, in the case of governmentaJ approval~. if obtained, will no! be conduioncd upon 
changes to the terms of the Merger Agreement or the related agreements 
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TIME WARNE 
t 8841t ANNUA r,.. A CPORT 

8.qll4illg Glob~~ e.x-~4~ 
4. CABLE TRANSACTIONS 

On April 1, 199~, TWE formed a cable televi~aon joint venture with the Advanc(·/Ncwhouse 
Pannership (" Advance/Newhouse•) to which Advance/Newhousc and TWE contributed cable 
tele.vision systems (or interests therein) serving appro ximately 4 S million subscrihers, as well as 
cenain foreign cable investments and programming investments that included Advar.ce/Newhouse's 
10% interest in Primt:star Partners. L P ("Primestar'') TWE owns a two-thirds equity interest in the 
TWE-Advance/Newhnuse Pannersh.i~ and is the managing partner TWE consolidates the 
pat1nership. and the one-third equity interest owned by Advance!Ncwhousc is rdlectf'li in TWE"s 
consolidated tinancial statemenu as minority interest In accordance w1th the panncrsh1p agrel!ment. 
AdvanceJNewhouse can rcquare TWE to purchase its equitj' interest for fair market value at 
specified intervals following the death ofboth of its principal shareholders Begmniug in the tlurd 
vear, either par1ner can initiate a dissolution in which TWE would receive two-thirds and 
Ad-..ance/Ncwhouse ~ould receive one-third of the pannership's net assetl> The assets contributed 
by TWE and Advance/Newhouse to the pannership were recorded ol their predecessor's historical 
cost No gain was recognized by TWE upon the capitalir.ation of the pannership 

On May 2, l99S, Time Warner acquired Summit Communications Group, Inc ("Summit"), which 
owned cable television systems serving appro K.imatdy 162.000 subscriber~. in exchang" for the 
•~uance of approximately 1.6 million shares of common stock and appw~imatcly :1 3 million shares 
of a. new coovcnible preferred stock ("Sencs C Preferred St(Jd , } and the assumption of S 140 
million of indebtedness. The acquisition was accounted for by the purchase method of accounting 
for business combinauons; accordingly. the cost to acquire Summit of approximately $3 ~I million 
was allocated to the net assets acquired in proponion to estimates ofthe.r respective fair values, as 
follows. cable television franchises-$) 72 million. goodwill-$ 146 million, other current and 
noncurrent asscts-Sl44 million, long-term debt-$140 million. deferred mcome taxes-$166 million, 
and other current liabilities-S5 million 

On July 6, 1995. Tunc Warner acquued KBI.COM Incorporated ("KBI.COM"), whtc:J o.•med cable 
telev1s1on systems servmg approximately 700,000 subscribers and a S~o 101crest an Paragon. which 
owned cable telev•s•on systems serving an add1tJonal 972.000 subscr ,c:rs 1 he other SO% interc~t m 
Paragon was already owned by TWE To ac<Juirc KDLCOM. Time Warner •~sued I n111lion shares 
Jf common stock and 11 m11lion shares of a new c .nvenJble preferred stock ("Series D Prefcrrrd 
Stock~} and assumed or incurred appro)(imately $1.2 billion of indebtedness The acquasition was 
accounted for by the purchase method of accounting for business combi-nauons. accordingly, the 
cost to acquire KBLCOM ofapproximately S I OJJ billion was aJiocated to the net assets acquared 
in proportion to their respoctiv~ fair value~. as follows investments-$950 million, c.:ablc tele-viSIOn 
franchlscs-Sd 366 billion; goodwill-$586 nullion, other current .snd non~:urrcnt assels· $289 million. 
long-term debt-$1.213 billion, deferred income taxes-$895 million. and other current liabilities-$.50 
million 

On January 4, 1996, T1me Warner acqu1rcd Cablevisaon lndustne:. (.'orporatmn {"CVI") and related 
l:ompanies that owned cable television sy~tems serving approximately 1 3 million subsc1 ibers. in 
exchange for the issuance of arproJ;imately 2 <> million shares of common stock dnd approximately 
6 5 million shares of new convt-nihle preferr~d stock ("Series E Preferred Stock" and '"Senes F 
Preferred Stock") and the assumption or m~o:uuence of appro.1umately S2 b1llion uf anJcbtednc:ss 



The acquisition is not reflected in the accompanying et>ns<>lidated fmancia,l statement!. The 
acquis1tion will be accounted for by the purchase method of accounting for busin ss combinations, 
accordmgly, the cost to acquire CVIIUld related companies of S904 million IS e (peeled w be 
preliminarily allocated to the net assets acqwred m proponiun to cstimatt•s of lheir re'>pcctivc fair 
value$, as follows cable rele\-i sion franchiscs-S2 J90 billio11, goodwiii-~6~H million. other current 
and noncurrent assets-$481 million. long-term debt·SI 766 billion deferred mcome rues-S7J I 
million, and other current and noncurrent liab•lit1cs-S I 58 million 

The accompanying consolidated statement of oper-ations includes tbe operating results of each 
busine5o5 from the res~tive closing date of each transaction On a pro forma b.ssis, giving effect to 
(i) all ofthe aforementioned cable transactions, (ii) the llOCUUrroshiba Tran~ction, (iii) Time 
Warner's and TWE's debt refmancmgsand (iv) the sale of 51°/e of TWE's intl.'rcst in 'ix FIQg:<; and 
the sale or expected sale or transfer of cenain undu:>tered cable televis•on systems owned by TWI:, 
as if each of such transactions had occurred at the beginning of the periods, Time Warner would 
have reponed for lhe years ended Dece_rnber J 1, 1995 and 1994, revenues ofS8 742 billion and 
S8 217 billion, depreciation and amcrrtization or S<r S million and $906 million. operating mcomc of 
$656 million .Jtd S6SJ million, equity in the pretax incom~ of the Entertainment Grou, ,,f S2Hb 
million and S205 million, a Joss before extraordinary item of$255 mtllion and $2M million {SI 02 
and Sl 07 ~r common share) and' net loss of$297 million and S266 million (SI lJ and Sl 07 per 
common share), respectively 
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5. OTIU:R INVE:STMENTS 

Time Warner's other investments consist of 

/995 JCJI)5 - ----
Equity method investments• St.89KS985 
Market value method 

375 4JS 
investments 
Cost method investments I 16 IH 

_T_ow _______ S2,389$I,SSS 

• Equity method investments include Time Warner's inve'ltmenl an TBS whtch was earned at S'i41 
mtllion at December 3 I, 199S Time Warner has agreed to acquire the remaining interest in TB ~ 
that it does not already own (Note 3) 

arket value method mvestmems include the fa.tr value of 12 I million shares of common stock of 
Hasbro, lnc. (•Hasbro•) Notwithstanding the market value per shaue. such shares can be used. at 
Time Warne(s option, to fully satisfy either tts obligations with respect h• the zero coupon 
exchangeable notes due 2012 (Note 6) or the Company-obligated mandatorily redet mable referred 
securities of a subsidiary due 1997 (Note 8) Because the tssuance of the mandatonly redeemable 
prefmed leeuritiet provides Time Warner wttb protection ag,!a[nst the risk of depredation of •he 
market price ofHasbro common stock and the zero coupon exchangeable note~ lim.t Time Warner's 
ab&lity to stwe in the appreciltion of the market price. of Hasbro common stock. the combination 
thereof has effectively moneuz.cd Time Warner's investment in Ha.sbro 

In addition to TWE and its equity investees, com-panies accounred for using the equity method 
mclude TBS (currently 19 6°/o owned), Cinamerica Theatres. L P (50'% owned) and T;1e Columbia 
Hou5e Company pannerships (.SOD/a owned) and other mu~oic JOint ~.·enturcs (,Bcnerally 'iO% owned) 
A surnrrwy of combined financial information as reponed by the equny tnvc:stce~ of T1me Warner 1s 

set fonh below 

Yean l·:,tJ,uJ 
t.kumha Jl /1)95 IY9J Jl)f)J 
(nulh01u) 

RevenLJes SS. I 23 S4,444 SJ.Jt>1 
Depreciation and 

2JIJ 182 I -10 
anton &zatJon 
Operating income S47 584 450 

Income before 
e"traordinay items 
and cumulative 181!1 281 201 

effect of 1 'hange in 
ac.counting pnnc•ple 
N~ income (loss) I~M :l5t> ( 13S) 



Current asscl!> 2.272 2,113 1.~8( 

Total assets ~.8SI ~.19-l 4,1: I 

Current liabiht1es 1.318 1.136 75~ 
Long-term debt l,82b J,nn 2,606 

T otalliabalities .5,886 S.423 3. 'J<>2 
Total shareholders' 
equity or pannen' (35) (229) II 9 
QpitaJ 
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TIME WARNE 
\88. 'NIIJIU~L 8&•ottT , 

Bglldiog Global B~ands 
6. LONG-TI~RM DEBT 

long-term deht cons•sts of 

/Jer:~m~r J /, (millions) }995 /?9./ --
7.45% Notes due I cbruary I, SSOO SSOO 
1998 
7.95% Notes due February I, SOO c:.oo 
2000 

Floating rate note!l due 
August 15, 2000 (6 8% 
interest rate) 
Redeemable reset notes due 
August IS, 2000 (8 7% y1cld) 
7 975o/o Notes due August 
15. 2004 
7 15% Notes due June 15, 
2005 
8. 11% Debentures due 
August 15. 2006 
8 18% Debentures due 
August 15, 2007 
Zero couJX~n eKchangeable 

4~4 • 

1,719 

271 

497 • 

545 • 

545 • 

notes due Decem~r 17, 20 12 58 t 54 7 
(6.25% yield) 

Zero coupon convenible 
notes due June 22. 2013 (5% 1,019 970 
yield) 
9 125% Debenture~· due 
January 15,2013 
8 75% Convenible 
subvrdmated debentures due 
January I 0, 20 15 
8 75% Debentures due Apnl 
1, 2017 
9. J 5% Debentures due 
February I, 202.1 
Credit agreement debt due to 
TWE (6 8% and 6 7% 
inte• est rates) 

1,000 1,000 

1.226 2,226 

24h 248 

I , WO I , 000 

400 400 

l'im~ Warner Cable Subsidiuits 

New Credit Agreement 
(6.8% interest rate) 

1,265 • 



Dtbt Refinancings 

Summit 10 5% Debentures 
140 

due April I 5, 2005 

Other 115 129 

Subtotal 10,3079,239 
Reclassification of debt due 
to TWE to amounts due to (400) {400) 
the Entenainment Group 

Total S9,907 S8,H39 

During 1995 and early I 996, in response to favorable market conditions, Time Warner refinanced 
approximately S4 billion of its public debt and, in wnjunction with the cable acquisitions. entered 
into a new credit agreement under which it refmanced approximately $2 7 b1llion of dlbt Jssumcd in 
the acquisitions, as more fully described below 

In June 1995, a wholly·owned subs1diary of Time Warner ("TWI Cable"), TWE and 1hc 
TWE-Advance!Newhouse Pannership uecuted a five-year revolving credit fac1hty (the "New 
Credit Agreement")_ The New Credit Agreement enabled such entities to refinance cenain 
indebtedness assumed in the cable acquisitions. to refinance TWE's indebtedness under a 
pre-existing bank credit agreement and to finance the ongoing working cap1tal, capital expenditure 
and other corporate needs of each borrower 

The New Credit Agreement pennits borrowings in an aggregate amount of up to $8 3 hill ion, with 
no scheduled reductions in credit availability prior to maturity Borrowings are limited to $4 billion 
in the case ofTWI Cable, $5 billion in the case of the TWE-Adv .. nce!Newhouse Panncrship and 
S8 3 billion in the c:asc ofTWE. subject in each case to cenain limitations and adjustments Such 
harrowing!! bear interest at specific rates for each of the three borrowers, generillly equal to LIBOR 
plu~ a margin initially ranging from 50 to 87 5 basas pornts, which margin will vary based on the 
credit rating or fmanciaJ leverage of the applicable borrower Unused credit is available for generaJ 
business purposes and to suppon any commercial paper borrowings Each borrower is required to 
pay a commitment fee initiaJiy ranging from .2% to 35% per annum on the unused ponion of its 
commitment TWI Cable may also be required to pay an annual facility fee equ.sl to IH75Dv of the 
entire amount of irs commitment, depending on the level of its financial leverage in any givtn year 
The New Credit Agreement contains cenain covenants for each borrower relating to, among other 
things, additional indebtedness; liens on assets; cash now coverage an-. leverage ratios, and loans, 
advances, distributions and other cash payments or transfers of assets from the borrowers to their 
rt..spective partners or a~•;ates. Principally as a result of such restrictions, restricted net assets of 
consolidated subsidiaries of Time Warner amounted to approximately $950 million ar December J I, 
1995 

In July 1995, TWI Cable bNrowed approximately SJ 2 billion under the New Credit Agrecrnc.Jtto 
r~fmance cenain indebtedness assumed or incurred in the acquisition of KBLCOM An additional 
$1 5 billion was borrowed by TWI Cable under the New Credit Agreement in January l99o to 
refinance: certain indebtedness as'>umed or incurred in the acquisition ofCVJ and related companies 

In August 1995, Time Warner redeemed all of its $1 8 billion princ1pal amount of outstanding 
Redeemable Reset Notes due August 15, 2002 (the "Reset Notes") in exchange for new !.ecurities, 
consisting of approximately $454 million aggregate principal amount of Floating Rate Notes due 
August 15, 2000, approximately S272 million aggregate prrnc1pal amount of 7 975% Notes due 
August 15, 2004, approx.imately $545 milhon aggregate princ1pal amount of 8 I I% Debentures due 



August 15, 2006, and approximately S54 5 million aggregate principal amount o18 18% Debentu. , 
due August 15, 2007 

Through periodic redemptions, Time Warner has fully rec _emed its SJ I billion principal amount of 
8. 7 5% Convenible Subordinated Debentures due 2015 (the "8. 7 5% Convenible Debentures"), 
which were issued in April1993 in exchange for the old Series C preferred stock that was issued in 
Time Warner's 1989 acquisition of Warner Communications Inc. ("WCI") (Note 9) Time Warner 
first redeemed $900 million principal amount of 8 75% Convenible Debentures in July 1993 In 
September 1995, Time Warner redeemed approximately S I billion principal amount of such 
debentures for S 1 06 billion (including redemption premiums and accrued interest) and, in February 
I 996, Time Warner redeemed the remaining Sl 2 billion principal amount of 8 75% Convenible 
Debentures for S I 28 billion (including rcdemrtion premiums and accrued interest) The s~ptembcr 
1995 redemption was financed with proceeds from a S~OO million issuance of 7 7S% ten-year notes 
in June 1995, proceeds from a S374 million issuance of Company-obligated mandatorily redeemable 
preferred ~ecurities of a subsidiary in t\ugusl 199~ .1nd available cash and cqULvalents The February 
1996 redemp! ion was fmanced with p10ceeds from a S5 75 m1llion issuance of Com pan; -obligated 
mandatoril}' redeemable preferred securities of a subsidiary in Decc1 1ber I ~Q5 and proceeds from a 
S750 m11hon issuance in January 1996 of(i) $400 million principal amount of6 85% thiny-ycar 
debentures, Nhich are putable by the holders thereof m year seven, (ii) S200 million principal 
amount of 8 3% fony-year discount debentures, which de. not pay cash interest for the first twenty 
years, (iii) S 166 million principal amount of 7 48% twelve-year debentures and (iv} S 150 million 
principal amount of8.05% twenty-year debentures See Note 8 fnr a description of the mandatorily 
redeemable preferred securities issued in connection with such redemptions 

An extraordinary loss of $57 million was incurred in 1993, principally in connection with t~'~ 
redemption ofS900 million of8.75% Convenible Debentures and S529 million ofWCJ senior and 
subordinated debentures An extraordinary loss ofS42 million was recognized in 19<>5 in connection 
with the September 1995 redemption of the 8 75% Convertible Uebentures and the write-off by 
TWE of deferred financing costs related to iiS former bank credit agreement In add Ilion, Time 
Warner recognized an extraordinary loss of$26 million in February 1996 in connection with the 
redemption of the remaining outstanding por1ion of the 8 15% Convenible Debentures 

Ztro Coupon Notes 

Time Warner's zero coupon notes do not pay interest until maturity The lero ..:oupon e~~;changeable 
notes due December 17. 2012 are exchangeable at any time by the holders into an aggregate of 12 I 
m1llion shares of common stock of Hasbro, Inc ("Hasbro") at the rate of 7 301 shares for each 
Sl ,000 principal amount of notes, subject to Time Warner's nght to 1 y m whole 01 in par1 with 
cash instead ofHasbro common stock Time Warner can elect to redeem the notes any time after 
LJecember 17, 1997, an~ ~alders can elect to have the notes redeemed prior thereto in the event rJ[ a 
change of control, at the 1ssue price plus accrued interest Holders also can elect to have the notes 
redeemed at the issue price plus accrued interest on December 17, 1997, 2002 and 2007, subject to 
Time Warner's right to pay in whole or in pan with Hasbro common stock mstead of cash. The 
equivalent conversion pric · of Hll5bro common stock at the first date of redemption IS S54 41 per 
:.hare, and will be adjusted thereafter in proportion to changes in the accrued original issue discount 
of each note The 12 I million shares of Hasbro common stock owned by Time Warner can be used 
by the Company, at its election. to satisfy its obligations under such notes 0r iu obligations under 
certain mandatorily redeemable preferred securities of a subsidiary (Note 8). Unamonized original 
issue discount on the 1.ero coupon exchangeable notes d•1e 2012 was $1 070 billion and S I 104 
billion at December 3 I. 1995 and 1994, respectively 

The zero coupon convenible notes due June 22, 20 lJ are conven1ble at any tune by 1 he holders inlO 
an aggregate of 18.7 million shares on 1me Warner common ~lock at the rate of 7 7(9 shares for 



each Sl 000 principal alll<'·mt of notes Time Warner can elect to redc('m the notes any time r~ficr 
June 22, 1998, and holders can elect to have the notes redeemed prior thereto in the event of a 
change in control .• at the issue price plus accrued interest. Holders also can dect to have the notes 
redeemed at tbe issu~ price plus accrued interest on June 22, 19Q8, 20~J .t.nd 2008, subject to Time 
Wamer'.s right to pay in whole or in pan u.ith Tin:_ Wilmer common stock instead of cash. The 
equivaJent conver~ion pr1c.e of Time Warner common st<xk at 1 he first du:e of redemption is $61 44 

per share, and will be adjusted ther~afier in proportion to chan~es m the accrued original issue 
discount of each note Unamortiled <lnginal issue discoul'll on the zcto coupon convertible nP!cs 
due 2013 was S I 396 billion and S 1 445 billion at December 31, )9Qtj and 1994, respectively 

n VE·Rtlated Obligations 

Time Warner and T\\ E entered into a crc(ht a~recment in 1994 that allows Time Warner to borrow 
up to S400 million from TWE through September IS, :woo Outs.tandmg borrowings from TWI: 
bear mterest at LIB OR plus I% per annum Time Warner borrowed S400 rntlh,m m 1994 under the 
credit agreement. and used the proceeds therefrom principallv to repay ccr1ain of it4i note~ at thcar 
maturity Jn addition, each Time Warner General P;mncr has guaranteed ii pro r01ta ponum of 
approximately $6 billion of TWE's debt and acrmcd mterest al l>cccrnhcr 31, 1995, as more full)' 
descriW in Note 2 

Interest E1pense and Maturitirt 

AI December 31, 1995, Time Warner had interest rate swap contract!. to pay tloating-rales of 
mtcrest and receive ftxed-rates of interest on S2 6 hill ion notional amount of mdcbtedncss. wlu~h 
resulted in approximately 43% ofTime Warner's underlying debt being subJect to variable: mtcu:st 
rates (Note 12). 

Interest expense amounted to $877 million in 199S. $/69 million in 19<>4 a;;d So9K mall ion in I <)93, 
including $28 million m 1995 and S I 2 million in 1994 which wu paid to TWE in connection wath 
borro,..;llgs under Time Warner's $400 m1llion credit agreement with TWE The weighted average 
interest rate on Timt WarneJ's total debt, including the cnect of interest ra1c swap contracts. was 
7 9"/o and 8. 1% at December J I, 1995 and 1994, re$pectively 

A!lnuaJ repayments of long~term debt for the five years subsequent to I )cremhcr 31 , )9<)li con~ist of 
$500 million due in 1998 and $2 219 btlhon due in 2000 Such repayments exclude the aggregate 
repurchase or redemption prices ofSoSo million in 1997 and S I !51 billion in 1998 rehting to the 
zero coupon exchangeaLie note!. and zero coupon co11vcnible notes, respectavely, in the years in 
u.h1ch the holders of such debt may frrst el(ercise their redemption options 
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Bl\11411111 ~lo~al Braods 
7.1NCOM£ TAXES 

Domestic and foreign pretu income (loss) are as follows 

Yecir.\ /~nJed 
December 31. 
(mlllimu) 

Dome,stic 
Foreign 

/IJCJ5 / ')CJ.j /IJIJJ 

$(203) S(78) S(~ 7) 

205 167 13M 

Tow S2 s IJ9 s 81 -------
Current and deferred income taxes (tax beneftts) provided arc a\ follows 

Yf!ar.s J.,jrded Oc-n•mhn 
3 I, (mllltmu) 

Federal 
Current• 
Deferred•• 
roreign 
Current••• 
Deferred 
State and Local 

1995 /CJ9J /I)YJ 

S42 S66 S4~ 
(167}(81) II 

21~ 194 168 
g ,4S)(II) 

Current 78 79 86 

_De_te_rr_ed ______ _ __ (SO) OJ) (54) 

Tolal $126 SJ81J ~24~ --------------------
• lncluda uulw.hon of ljl~ c;arn lun••rd• o( S 1111 nulhon 111 I'J'J~. 5-111 m1ll1nn 1n I 'J'I.l alld S 1.\1, nulhon 111 I'J'I} I 10.clu~l.:urrcnt LH 
benef11.1 of S9 m>lloon 111 199S S II 101ihon 111 I'J'J.t tnd S I.& mohiOfl on I 'J'H ~•ulllftJ lmm the cu:rc1.r .,f al~lllpiiOn• 111d ~c51on11 ol 
ralt>C~ AOC~ .... ., •• which v.crc <:rcdltcd dllftll)< 1&.1 petd-•n-ar-1.111. arwl ~U!fCIU Ll\ hcnclils lll s l 11\IIIO(Ifl Ill I.,,., lnd sr, mllhon Ill 
l'J'JJ r~1 (tom tJac r-ctarcmc11t of debe. '"'ildt reduced lhc cxiJMJf'diMf)' lc~ on """'h ~ar• 

.. Jnc:iuda $i(l mtiJ ... w. ..al chiiiC 1n 19'H IO Ilk~ ckfcrrcd lAX h1bohl\ f01 IIKIUX 10 ~\ fiiC 

T'he differences between income taxes e"pected at the U S federal stalutory income ta'< rate and 
.ncome taxes provided are as set forth below The relationship between mcome before mcome taxes 
and income tilt ~pense IS most a!Tected by the amoniation of goodwill and cer1a10 other financial 
statement expenses that are not deduct ible for income tu purpo~s and by a S70 milli( 1 charg~ in 
1993 to adjust the deferred income tax liability for the mcreas,c m the U S lcdcral statutory rate 
from 34o/. to 15% enacted snlo law that year 

Yr'an bllic-d I lf!um~r 
31. (m1/lwm) lfJIJ) I'JY.J fi)YJ 



Taxes on ancome at U S 
Sl SJI S28 

federal statutory rate 

State and local taxes. net 18 30 21 

Nondeductible goo<h •• 1 
100 97 9(> 

amoni1.ation 
Other nondc:Liucublc 

10 10 II 
e"penses 
Charge to increase 
deferred tax liability for 70 

increase 1n tiJ~ rate 
Foreign income tand at 
d1fferent rates. net of 3 13 
U S foreign tax t:rc:dtts 

Olher (6) II () 

Total s s 
126 

Stso
245 

Signiftcant components of Tmtc Warner's net dcfcm.-d ta.'ll hatuhuc:. Jrc .as f()llows 

t'etiTS /·)ui~d /Je,·t:mher JJ. 
(mllluNI:t.) /995 fl)f}.J 

Assets acqutred m busmess 
S2.96l S2.276 

combinations 

Depreciation and 821} 619 
amoni1...ation 
Unrealized appreciation of 
cenain marketable 81 91 
securities 

Olher 390 460 

Deferred tax liabilit1e~ 4.263 3,446 

Tax carryforwards 29() 264 
Accrued liabtliuc-s :!28 206 

Recetvable allowances and 
return reserve!> 

211 200 

Other 108 76 

Deferred tax 4S5CIS 843 746 -----
Net deferred tu habthltes SJ,420 S2. 700 

U S rncome and foreign wuhholdmg taxes bavc not been rc:rorded un pcrm~tnentl) reuwc~tcd 
e.arnmg~ of foreign sul.sad111 1c~ a.~regat1ng apprv~Jrnatcl)' S7(>() m1lllon at Dcccmher 3 I, 199~ 
Determination ofthe amount ofunrecogn.t.ed deferred US inrome tax liab1hty v.1th respect to such 
earnings is not pr.acticable. If such earnings are rcpatri~tted, additional U S income and f01eiKn 
withholding tues are substantially expected to be offset by the accomp.tnying foreiKn tax credit .. 

U S federal tax carryforwards at December 3 I, J9',1S consisted of S328 nulhun of net operating 
losses, S 15.2 million of investm~nt tax credits and SJO million o( aJtematlvc minimum tax credits 
The utili7.ation of cenain carryforward-. is subject to limitations under tJ S fcderalmwmc tu law5 
Except for the alternative m.n.mum tax credal\ whrt h do not c~tplre. the other lJ S 1«.-tJc:r.al t.a~ 
carryforwards exp1re in varymg amounc.. a'\ follqws for m~omc tax reponang purposes 



( 'arryforward\ 

Nl!t 
Jm,·.\tntt:fll ha 

(nullmm} Op.:raiiiiJ: Crt•du., 
l.o.u~.\ 

1997 s- S2 
1998 7 
199Q 14 19 

2000 99 
Thereafter 
up to 2008 314 99 

S HK s l"i2 
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8. MANDATORILY REDEEMABLE PREFERRF.O SECURITIE:S 

In August 1995, Time Warner issued approximately I 2 I million Company-obligated mandatorily 
redeemable preferred securities of a whollv-owncd subsidiary ("PERCS") fat aggregate gross 
proceeds of$374 million. The sole asset~ ofthe ~uhs1diary that is the obhgori(Jn the PEKCS arc 
S38S million principal amount of 4% subordmated notes of Time Warner due December 2J. 1997 
Cumulative c-ash distributions are payable on the PERCS at an annual rl'te of 4% The PI:KCS arc 
mandatorily redeen.able on December 23, 1997. for an amount per PERCS equal to tt'tc lesser of 
SS4 41, and the market value of a share of common stock of Hasbro on Oct ember 17, 1997, 
payable in cash or, at Time Wame(s option, fJasbro common stock Time Warner ha~o ~he right to 
redeem the PERCS at any t.nle prior to December 23, J 997, at an amount per J~l:RC S equal to 
S54 41 ( ~r in cenain limited circumstances the lesser of such amount and the market .,alue of a 
share of Ha~bro common stock at the time of redemption) plus accrued and unraid distributions 
thereon and a declining premium, payable tn ca~h or, at l'irne Warner\ uplton, llaJ.bro (:ummon 
stock 

In December 1995, T1me Warner issued approxtmately 23 million Company-obh~atcd mandatorily 
redeemable preferred securitie-s of a wholly-ownc<J subsidiary (•t•referrcd 1 rust Secuntic!o ~) f<,r 
aggregate gross proceeds of $575 million The ~ole asseu of the sub-sidiary that is the obligor on the 
Prc:f~rred Trust Securities are SS92 million principal amount of 8 7/8% suhordmatc:d debentures of 
f1me Warner due December 31. 2025 Cumulative cash dis' ibutJons arc payable nn the Prclcrred 
Trust Securities IU an annual rate of 8 7/8% Cash distributions may be deferred at the election of 
Time Warner for any period not exceeding 20 consecutive quaners The Preferred Trust Securities 
are mandatorily redeemable for cash on December J I, 2025, and Time Warner has the right to 
redeem the Preferred Trust Securities, in whole or in pan, on or ancr Dc~cmbcr 31, :woo. or in 
other cenain circumstances. in e11ch case at an amount per Prefcned Trust Security equal to S25 
plus accrued and unpaid distributions thereon 

Time Warner has cenain obligations relating to the PERCS and the Preferred Tru~t ~ecutlllcs ~h1ch 
amount to a full and unconditional guaranty of each subsidiary's obligattons ~ith respect thereto 
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9. CAPITAL STOCK 

The outstanding capital stock of Time Warner at December 31, 19<>5 consisted of 29 7 million 
shares of preferred stock and 387 7 million shares of common stock (net of 45 7 million shares vf 
common stock in treasury, as to which 43 7 million were held by the l1me Wamt>r General 
Partners). At January 31, 199b, including uch brokerage house that holds shares of Time Warner 
common stock as one shareholder but eJCduding the number of shareholders whose shares arc 
beneficially held by such brokerage houses. there were approxin1ately :!5,000 hoiJcrs of record of 
Time Warner common stock 

During 1995, Time Warner issued approximately 29 3 million shares of c:onvenible preferred stock 
in connection with the ITOCHUrroshJba Transaction and iu acquisitions of KBLCOM a.nd 
Surnrnit, and in January 1996, Time Warner issued an additional 6.5 million shares of convcnable 
preferred stock in cvnnection with its acquisition ofCVI and related compamcs Set forth below is a 
summary C'fthe principal terms of Time Warner's outstanding issues of prefem:d stock 

Nu.":''berof 
·'·hart.\ of 

J:kscr1p11011 Share.f 
<.Ontnl(}l/ 1'-ilr lie .fl l~lrllc!st 

stock ~·rchang.r redemptum 
(mllfiOIIS) ouwandmg bl 1s.rua t' date date 

upon 
t:O'IVI!I".\Il m 

Series B 
AI any 

Preferred 4 
SJock 

time 

Series C 
Preferred 3.3 68 5/2/98 5/2100 
Stock 
Series D 
Preferred 11.0 22 9 7/6/99 "'16100 
Stock 
Series G 
Preferred 62 12 9 W~/99 9/S/99 

Stod 
Series H 
Preferred I 8 3.7 9/~/00 9/5/99 
Stock 
Senes 1 
Preferred 70 14 6 10/2/99 10/2/99 
~tock 

Series 
. outstanding 

29 7 (,() 9 
11 December 



31, 1995 

Series E 
Preferred 
Stock issued 3.3 68 1/4/01 1/4/01 
in January 
1996 

Series F 
Preferred 
Stock issued 32 67 l/4/00 1/4/01 
in January 
1996 

Total shares 
outstanding 

36 2 74 4 at January 
.J I, 1996 

Each share of Series B Preferred Stock. (I) is entitled to a liquidation preference of S 145 per share. 
(2) is not convenible, (J) enticles the holder thereof to receive an annual dividend equal to S4 H per 
share beginning in June 1995, and 59.28 per share prior thereto, (4) does not 
eneraHy entitle the holder thereof to vote, except in certain limited circumstances, and ( 5) is 
redeemable, in whole or in pan, by Time Warner and the holders thereof in exchange for cash or 
shares of any class or series of publicly~traded Time Warner stock, at Time Warner's option. equal 
in value to the liquidation value of the Series B Preferred Stock plus a premium of 2% of liquidation 
value for each year after May J I, 1995 to the redemption date 

The principaJ terms of each series of convertible preferred stock issued in 199 5 and 199u (the Series 
C Preferred Stock, the Series D Preferred Stock, the Series E Pr~ferred Stock, the Series F 
Preferred Stock, the Series G Preferred Stock, the Series H Preferred Stock and the Series I 
Preferred Stock, and collectively, the "Convertible Preferred Stock") are similar in nature, unless 
otherwise noted below Each share of Convertible Preferred Stock (I) is entitled to a liquidation 
preference of $100 per share, (2) is immediately convertible into 2.08264 shares of Time Warner 
common stock at a conversion price ofS48 per share {based on its liquidation value), c~cept that 
shares of the Series H Preferred Stock are generally not convertible until September 5, 2000, (3) 
entitles the holder thereof{i) to receive for a four year period from the date of issuance (or a ftve 
year period with respect to the Se-ries C and Series E Preferred Stock) an annual dividc;nd ;JCr share 
equal to the greater of SJ 7 5 and an amount equal to the dividends paid on the Time Warner 
common stock into which each share may be converted and (ii) to th" extent that any of such shares 
,..,f preferred stock remain outstanding at the end oJf the period in which the minimum SJ 7 5 per 
share dividend is to be id, the holders thereafter will receive dividends equal to the dividends oaid 
on shares of Time Warner common stock multiplied by the number of shares into whtch their shares 
of preferred stock are convertible and (4) e~cept for the Series H Preferred Stock which is generally 
not entitled to vote, entitles the holder thereof to vote with the common stockholders on all mailers 
on which the common sto..:kholders arc entitled to vote, and each share of such Convertible 
Preferred Stock is entitled to two votes on any such matter. 

Ttme Warner has the right to exchange each senes of Convertible Preferred Stock for Time Warner 
common stock at the stated conversion price at 11ny time on or after the re!!pt:ctive exchange datl'" 
The Series C Preferred Stock is e~changeable by the holder begmning after the thnd year from Its 
date of issuance and by Time Warner after the fourth year at the stated conversion pnce plus a 
declining premium in years four and five and no premium thereafter In addiuon. Time Warner has 
the right to redeem each series. of Convcntble r•referred Stock, in whole or in p11n, for cash at the 



liquidation value plus accrued dividends, at any time on or after the respective redemption date 

Pursuant to a shareholder rights plan adopted in January 1994, Time Warner distributed one right 
per common share which currently becomes exercisable in ccnain events involving the acquisition of 
15% or more of the then outstanding common stock of Time Wa .~er Upon the occurrence of such 
an event. each right entitles its holder to purchase for S 150 the economic equivalent of common 
stock of Time Warner. or in certain circumstances .. <.lf the acquirer. worth twice as much In 
connection with the plan, 4 million shares of preferred stock were reserved The nghts expire on 
January 20, 2004 In connection with the TBS Transaction, Time Warner expects to amend the 
shareholder rights plan principally to change the basis for dctemuning if an acquisition of t So/o or 
more of Time Warner common stock has occurred to a fully-diluted basis 

In 1993, Time Warner redeemed or exchanged S6.~ billion of Series C and Series 0 preferred stock 
("old Series C and Series 0 preferr.ed stock") that were issued in Time Warner's 1989 acquisition of 
W(l The cash redemption of the old Series 0 preferred stock was financed principally by the 
proceeds from the issuance of long-term notes and debe !'lures The old Scmcs ( prelcrrccl stock 
was exchanged fo1 the 8 7S% Convenible Dchentures 

At December 31. J 995. Time Warner had reserved 172 6 mlllion shares of common s.tock for the 
convers1on of ils ( onvenible Preferred Stock, zero coupon convenible notes and other convertible 
securit1es. and for the exercise of outstanding options to purch&S4.: shares of common stock, 
excluding 25 7 million shares related to the 8 75% Convertible Debenture..-. wh1ch were redeemed in 
February 1996 (Note 6) 
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TlMEWARNER 
'aes At ,.u•L RaPoJIT 

Bu~lding Global Brands 
10. STOCK OPTION PLANS 

Options to purchase T:me Warner common stock under vanuus 5tc>Ck opuon plans have been 
granted to em,,loyees of Time Warner and TWE at. or in excc~s of, fan market value at the dctte of 
grant Generally, the options become exercisable ewer a three year vesting pcnod and up1re tl'n 
years from the date of grant 

A summary of stock option activity under all plans IS a!> follows 

I hmHmll.l' 
of .\htlr~.\ 

Balance at 
77 611 

January 1, 1995 • 
Granted S.096 
blercised ( 3, 721) 

Cancelled c367) 

Balanced at 

December 3 J, 78,bl Q 

1995 

i'.xt•rct.u: 
flfl('t' fJC'T 

\ht.lrt' 

~ 8-18 

34-45 
8-40 

17-45 

s 17-48 

{Jecl!mMr J/, (lhOII!iOIJdS) }995 J99..J 

Exercisable 66,242 63,106 
Available for future grants 7 884 8 849 

' . 
For opt1ons exercised by employees ofTWE. Time Warr~er is reimbursed for the dmount hv wh1~h 
the marlo;ct value of Time Warner common stock on t~e e11.erc•sc date exceeds the C)(ercise pri,·c, or 
the greater of the exercise price or S27 75 tor option~ grant~d prior to the TWE capilalization on 
June 30, 1992 There were 28 5 million options held by emplovees ofT\' 'E at D~cemhcr 31, 1995. 
21 9 m1lhon of wh1ch were exercisable There were I J million op11ons exefCI!>td 10 I ()()4 Jnd 4 R 
mtlhon op11ons exerciaed ir I)CJJ, at price,. ranHJn~ from SH-S'lf, per share in each ~car 
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TIME WARN'E.R 
1 a$• ANNU--L. AE.PO~T 

BqU"hia Global Brauds 
II. UENEFIT PLANS 

Time War:ner and ito; subsidiaries have define~ benefit pen:sion plans co-.cring substanually all 
domestic employees Pensjon benefits are ba\Cd on formulas that reflect the employce!i' years of 
"'·rvice and compensation levels during their employment peric)d Qualifying plans ar(! fundcJ m 
accordance with govc:rnmem pension and income ta.x regulations Plan asset~ arc mvcMcd in equll~ 
and fi..:ed income secunties 

Pension expense included the following. 

Yt'ar.\ enckJ I >ec~m~r 
J I, (m1/lwm,' 

Service Cost 
Interest cost 

ActuaJ n:turn on plln 
asset~ 

Net amoniution and 
deferral 

Total 
-------------------

The status of fundt'd pension r-:ans is as follows 

/Jecember J I, (m1/llom") 

1995 1')94199.1 

s 29 s 34 s 25 
~0 45 

(137)(2) (52) 

8(} (45) 10 

S 34 S 37 S 2K 

I'J'JJ 199./ 

Accumulated benefit obligation S S 
(89% vested) S44 3(}4 

Effect of future salary increases 192 132 

ProJected benefit obligativn 
Plan assets at fau value 

736 5:!6 

6-l) 49Ci 

Projected benefit obligathm in (93) (J 1) 
·cess of plan assets 

Una.moniz~d actuarial losses 94 4'J 
lJn11mortizcd plan changes 2 t 7) 

Ol_her ________ (IO) (R) 

Prepaid (accrued) pens10n 
expense 

S(7) S 3 

The following assumptions were used in &~-Counting for ~nsion plans 

We1ghtcd averag~ 
discount rate 

1995 1994 1993 

7 2t.io/o8 5%7 5% 



Rewrn on plan assets 

Rate of increAse in 

compcr~ution 

9% 90/o 9% 

Employees of Time Warner's operations in forci~" countries participate to varying dc~rees m local 
pension plans, which in the aggregatt are not si8nificant 

Ttme Warner also has an employee stock ownership plan. 401(k) savings plans and other s11vin~s 
and profit stwin& plans. as to whic.h the expense amounted to S5 I million in I 995, S.SI million in 
1994 and S46 million ·in 1993 Contributions to the 401 (l) and other savings plans are based upon a 
per~nla8C of the employees' elected contributions rontributions to the cmployt'e st.ock ownership 
;md profit sharing plans arc generally detcrnuncd. by management and dP!ltovt·d by the board of 
directors of the panicipatin~ compames 
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TIME WARNER 
t ...... -\H."~ .. • .• ~JI."C 

B~~'((io • . Global t\~•u.'ds. 
12. fiNANCIAL INSTRUMENTS 

The carrying value of Time Warner's fmancial instruments approximates lair value, except for 
diiTcrenc.-s with respect to long-term, fixed-rate debt and related intcre!'tt ratt" \Wip contra~.:h ami 
n:rtain differences related to co~t methoJ investments and 01bcr tin;wc1al m!>truments wh1ch are not 
s1gniftcant The fair value of financaal tn!litrumcnts, such as lont4-tc~rm debt and mvestmcnt!', I!' 
generally determined by reference to market values resuhing from tradmg on a national secunues 
exchange or in an over-the-counter marl..ct In case<~ where quoted market pm:cs •uc not nviulahlc, 
such as for derivative fmancial mstrumcnts, l".tir value is based on estimate~ usirM present value or 
other valuation techniques 

lntcr~st Rate Risk Managemrnt 

lntere<t ra1~ swap contracts are used to adjust the pt •ponion of total debt that is suhject to vanablc! 
and fuced Interest rates. Under interest rate swap contracts, the Company either agrees to pa) an 
amount equal to a specified floating-rate of interest times a not1onal principal amount, and to 
receive in rc. turn an amount equal to a specifted tixcd-rate of Interest times the same notional 
principal amount or. vice versa, to receive a floating-rate amount and to pay a lixed-ratc amount 
The notional amounts of the contracts are not exchanged No other cash paymentf are made unless 
the contract is terminated prior to maturity, in which c~tse the amount patd or received in settlement 
is established by agreement at the time of termination, and usually represents the net present value, 
at current rates of interest, of the remaming obligations to exchange payments under the terms of 
the contract Interest rate swap conrracts are entered into with a numb<·r uf major fmancial 
instttutions in orLer to minimize credit risk 

The net amount~ paid or payable. or received or receivable. through the end of the accounting 
period are mcluded in interest expense Because ineerest rate swap contracts arc used to modify the 
mterest charactenstics of Time \\arner's outstandin~ debt from a lixed to a floating-rat~: bam or. 
vice versa. unrealized gains or losses on interest rottc: ~wap contract~ arc nor recogn.zeu in income 
unless the conuacts are terminated prior to rbtir maturity Gains or losses on any contracts 
terminated early are deferred and amoni1e.d to income over the remainmg ave raKe life of the 
lcrminated contracts 

At Decem~r 31, 1995, Time Warner had interest rate swap contracts to pay tloaung-ratcs of 
tnterest (average six- nth LlbOR rate of .S 9%) and receive fixed-rates of interest (average rate of 
:; 4%) on $2.6 million not tonal amount of indebtedness, which resulted in approximately 43% of 
Time Warner's underlying debt being subject to variable interest rates The: notional 1unoum of 
011tstanding contracts by year of maturity at Dc:cellilbc:r J I, 199~ is a> follows 1')96-SJOO nullion, 
J0<nS-S700 million, 1999-$1 .2 bilhon, and 2000-$400 million At December 31, 1994, T1me Warner 
had mtcrest rate swap contracts on S2 9 btlhon notional amount of indebtedness 

Based on the level of interest utes prevailing at December 31, 1995, the fair value of Time Warner's 
fixed-rate debt exceeded its carrying value by $407 million and 11 would have cost S'l million to 
tc:rmmate the related interest rate: swap contracts. which combanc:d is 1he equivalent of an unrealized 
loss of $416 million. Based on Time Warner's ftxed-rate dc:b1 and related mtc:rcst rate swap 
conlracts outstanding at December 31, 1995. caLh 25 ha~•s poml incrt'u~ ur dct:rca!w 111 lhe level uf 



anteresl rates prc:vailinM at December 3 I, 199 ~ would result m a net rccuction or mer ease in the 
cm.1bioed unrealized l.>ss of approximately S 185 million, respccuvdy, includmg respective: COlli II 01 
savings of S 16 million to terminate the related interest rate swap wnt1 ACts Ba~cd on the level of 
interest fl&fes prevailing at December 31, 1994, the: fair value of I m1c Warner':) lixcd-ratc debt was 
$5 72 million less thao us carrying value and it vould have cost S216 milhon to terminate Jts interest 
rate swap contracts, which combined was the equivalent of an unrcah1ed gain ofS336million 

Although changes in the um ealilcd gains "'r losses on interest rate swap coni r acts and debt do not 
result in the realization or expenditure of cash unless the contracts arc terminated or the deht i!l 
retired. each 25 basis point increase or dc.~rease in the lcvd ufintcrnt rates •dated to Tunc 
Warner's variable-rate debt and interest nne swap contract!~ would respectively increase or dcuease 
Time Warner's annual interest expense and related cash payment~ hy aprro"imately S 12 million. 
includtng S7 million related to interest rate swap contract~ 

Foreign E~ehangt- Risk Managtmrnc 

Foreign exchange contracls arc used primarily by Time Warne• to hcd!-\c the ust.. thllt unrcnutted or 
fu1ure royaJhf'S and license fees owed to Ttme Warner or TWI: domcst•c comranies for the sale or 
anticipated sale of U S copynghtcd products abroad may he adversely allcct~·d hv chAnge~ tn 

foreit,n currency exchange rates As pan of It~ overall slratcgy to mana~!.' the level of cxp~lo,urc: to 
the risk of foreign currency exchange rate fluc..tuations. Ttmc Warner hcd~c" a p1mton of its and 
TWE's combined foreign currency ex.posures anttc.tpaled over the cn~UJn~ hr,clvc month period At 
December 31, 1995, Tame Warner has eflcctivdy hedged approximately half of the comb!'lcd 
esttmated foreign currency exposures that principally relah .. to antic•pated cash flows to be rcmiued 
to the U.S over the ensuing twelve month period, using foreign t:-"changc contracts that generally 
have maturities of three months or less, whkh arc generally rolled over to provide wntinuing 
coverage throughout the ye~r Time ·warner ollcn closes foreign exchange ~ale contraci:; by 
purchasing an offsetling purchase conlract At December 31, 199'1, rime War •. cr had contracts for 
rhe sale of SS04 milhon and the purchase of $140 million or foreign currencies at fi)(cd rates. 
pnmarily English pounds (29% ofnel contra.ct value). German marks (19%), Canadian dollar~ 
( 16%), french fr .. ncs ( 16%) and Japanese yen(~%). compared to <"'>nllactJ. for I he -.ale of S~5 J 
million and the p trchase of S l 09 million of foreign currencies at December J I, 199-4 

Unrealized gams or losses related to foreign exchange contraciS arc recorded tn mcomc as 1 he 
market value of such contracts change, accordingly. the carrying value of forctgn ex chang(; 
contracts approximates market value Tht- carrying v~lue of fore•gn exchan~e C1>ntr.1ct~ v. a~ not 
material at December 3 I, 1995 and 1994 and is indudcd in other current habtlitaes No cash is 
required to be rece1ved or paad with resrect to 1hc realizarion of such gam'i and los!ICS unttlthc 
re.lated foreign exchange contracrs are settled. generally at thelf re., ective maturlly dates In 1995 
and 1994, Time Warner had S20 million and SJ; million, respectively, and I WI: had SJ I •mlhnn 
and S20 million. respectively. of net losses on fore1gn exchange contracts. ~.~rhtch werL or arc 
expected to be offset bv corresponding increases in the dollar value of fore1gn currency royalties and 
license foe payments t. • have been or are anlicipated to be received in cal-h from the lklle of U S 
copyrighted products abroad Time Warner re•mburscs or is reimbursed by TWE for contrac..1 gams 
and losses related to TWE's foreign currency exposure foreign currency contracts are placed w1th 
a number of major financi11l insritutions •n order to mmimJZC' cred1t risk 

Based on the foreign exchange contracts outstanding at December 31, 1')9Ci. cad1 ~0 o dcv~&luallon 
of the U S dollar as compared to I he level of foreit«n elllchan~c rates for currencies under contract 
at December 3 1. 199~ would result in arproximately S2~ million of unrealized lo!.J-s and ~'7 million 
of unrc.tl•lcd g~tm~ on fore•gn exchange contracts involving foreign tun .. y'J '*"•:. .... d purchases, 
respectively Convendy. a 5% appreciation ofthe U S dollar would result in S25 million of 
unrealized gains and S7 million of unrealtzed losses, respcclively At De::cmber 31, 199'i, none of 



Time Warner's foreign exchange purchase co ntracts relates to TWE's fort!tgn currency exposure 
However, with regard to the S25 million ofunrea.lized losses or gains on foreign exchange sale 
contracts, Time Warn~;r would be reimbursed by TWE, or would reimhurse TWE, respectively, for 
approximateJy S6 million related to TWE's foreign r•trrency exposure Colisistcnl w1th the nature of 
the economic hedge provided by such foreign e~Cchange contracts, such unrealized gains or los!les 
would be offset by corTesponding decreases or incre~ses, respectively, in the dollar valul of future 
foreign currency royally and license fee payments th3t would be received in cash within the ensuing 
twelve month period from the sale of U S copy• ighted products abroad 
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TIME WARNE~ 
t ·~- ~f'N\l,4&.. ~t.ceoA~ ... 

Bqttdlo( GtQ\lal ~r~~~s· 
13. St:GMt:NT lNt"ORMATION 

Time Warner's businesses are conducted tn three lundamcntal areas Entcnainmt"nt, conl'istmg 
principally of interests in recorded .music and music publishing. filmed entertainment. broadcasting, 
theme parks and cable telev1sion progr.unming, News and Information. consisting principally of 
il"tcrcst~ m magazine publishing, book publishmg and direct marketing, and Telecommunications. 
consisting principally of interests in cable. television systems Time Warner's mtercsts in filmed 
cntertamment, broadcasting. theme parks. cable television programming and most of its 
tdecommunications business are held by the Entertainment Group. which is not o.. \ 'lsolidatcd for 
financial repon1rg purposes 

lnform<trion as to the operations of Time Warner and the Entertainment Group in different business 
segments is set forth below. Cable business segment information for Time Warner rcOccts the 199" 
acqui-sitions ofKBLCOM and Summit Cable business ~egmenl information for the Entemunmcnt 
Group .eOects the consolidation by TWE of the TWI:·,\dvancefNewhmJ}c Jlar1ncrsh1p eflecti"c as 
of April 1. 1995 2nd Par~son effective as of July 6, 1995 The operating rcsuhs of Six Flags have 
be~n dcconsolidated effective u of June 23, 199'i and resuhs prior to that date are rcportt-d 
separately to r-.tilitate comparability 

Y t'Or.s bided 
December J/, 
(mil/tom) 

Rt:Vf:NUE:S 
Timr Wun~r 
Publishing 
USIC 

Cable 
lnt.:rsegment 
elimmation 

/995 IW.J /VYJ 

SJ, 722 S3,433 S3.270 
4,196 3,986 3,334 

172 

(23) (23) (2J) 

Total _______ SI,067S7,396~ 1.581 

Ent~rtainm~nt 

Group 
Filmed 
E ntcruunmcnt 
Si~ flags Theme 
parks 
Rroadcastmg-the 
WB Nc:two1lo.. 

Programming-HBO 
Cable 
J ntersesmenl 
ehmmauon 

Total 

S5,078 S4.484 S-4.032 

227 'i57 ~33 

JJ 

1,607 I ,513 I ,441 
3,094 2,242 2,20R 

(4 10) (287) (251) 



T _o_t_al ______ $9,629$8,509$7,963 

J't'clr.t f·jfckd I Jecenrbt•r 
J I. (nul/w,,) I Y'Jj I 'J'J./ I Y'l J 

- - --
OPERATING 
INCOME 
Tim~ W•rnrr 
Publishing 
usic• 

Cable 

Total 

t:narn•iumC"n1 <;roup 

filmed Entcnammcnl 

Six Flags Theme parks 
Broadcasaing·lhc WB 
Network 
Programminy·HBO 
Cable 

Total 

Year.f f:.Jitkd /)~cembt•r 
Jl. (mi/11011.\) 

DEPR}:CIATION Oft' 
PROPt:RTY, Pl..ANT 
\NO EQl'IPMEN r 
Timt Warntr 
PublishmM 
USIC 

Cable 

Total 

tnttnainmC"nl Group 

hlmed l: ntertammcm 

Six flags Theme parks 
Bro4Jcastmg·thc WU 
Network 

Sl81 $147 \29~ 

:\21 1M 24)6 

(~) 

$697 
~ $ 

711 '\')I 

s s s 
2~3 :!ICJ :!H 
29 ~6 ~3 

(66) 

274 237 2Ll 

~0:! 14() 40() 

$992 SR~2 ~90~ 

JYY5 /'J'N /f)'J3 

S~9~4'7~4~ 

9~ t!u H7 

27 
s ~ s 

181 133 132 

II~ $ 7h ~ '\I 
20 Sl 41 

Programming-liDO I K 14 14 

_c_abl_e _______ 4bS 340 327 

Total ~ s s 
-616 ·IKI 4ll 



Yt'an l·:,(kd nl't:t'mlk.•r 
J /. (nullwm) f')Y.i /VY-1 /YYJ 

AMORTll-A TION Ofo' 
INTAN(;(Ul.t' 
ASSETS 
Tim~ Wanttr 
Pubh~ang s 36 s 36 s 12 

u~ic 274 2{18 26() 

Cable 6M 

Total S378 
s s 

104 292 
Enttrtainmtnl Group 

filmed Entrrtainment 
s s s 

124 ll~ l·fl 
Six Flag~ 1 heme Parks II ~8 2M 
Broadcastmg-the wn 
Networ~ 

Programming· HBO 6 3 

Cable lOM 109 102 

local S444 $478 S47o ----
lnt~rmation as to the .assetS~ and capital expenditures of Time Warner and the Emcnainment Group 

11 as follows 

YearJ 1-:.ndt•d 
f)e,·embf!r J /, /V9j /YV./ IVIJ3 
(mtlftOII.f) 

ASSt:Ts 
Timt Warner 

Jlublishin~ s 2.175 
s s 

2.013 1,897 

UIIC 7,828 7,672 7,401 

Cable ),87~ 

t:ntC'nainmrnc 
5,734 ~.HO ~.627 

Group• 
Corporal~._ 2,520 l,b81 1.967 ------
Tot a: s s s 

22.112 16.716 I6,M'J2 

t'oftrt•inmtnl 
(;roup 
F1lmed s 7,J89 ~.184 \ 
Enrcn auunent 6,71<) 

Six Flags Theme Ml4 IHH 
Pllf(S 

Broadcasting-the 
63 

WB Network 
Programm1ng-} lBO 935 911 875 



Cable 
Corponrr•• 

9.842 8,301 8,102 

731 1,780 1,6SG 

_To_t_al _____ $'3,960~8 992 ~8 20: 

Y&'ar.l hllkd /~ct'mhrr 
31. (mtllmm) /99!J /99.J I9SJ.i 

CAPITAL 
EXPENDITURES 
Time Warner 
Publish.ng $70 S ~0 S 4 I 
USIC 121 108 91 

Cable 56 
Cerponte 19 b ()() 

Total $:!66 s 164 s 
198 

Entertainm~nl Group 

filmed Enrertammenl s 294 s 395 
s 

21 0 

Six flags I heme Parks 41 46 .14 

BroadcastinH·the WB 
Network 
Prosrammins·•mo 20 14 16 

Cable• 1,293 778 153 
Corponlt ) 2 

Total s s $ 

1,6SJ 1.215 613 

r ~or ... /·:nJed 

Decemhu 31. /99.S J'J'J.I IYIJJ 
(mliliOtl't} 

R~venua 

Umted States• 

Euro~ 
Pacific R•m 
Rest of World 

S S. 44 7 S 4. 944 S 4 . 4 I 4 

I ,SS2 t. 44S 1,296 
775 724 ~8) 

293 2~3 

_To_t_aJ ____ $8,067 S 7,396 S<>.~RI 

Optrtrina 
Income 
United States 
Euro~ 

Pac1fic R1m 

$ 457 s 494 

1~8 108 
57 74 

s 4]6 

102 
28 



Rest of World 25 )7 25 

Total s 697 s 71) s 591 

Antis 
United Stales ~19.301 Sl3,9b IS 14,328 
Europe 1,797 1. 717 1.635 
Pac:1fic Run 628 6Jb ~14 

Rest of World 406 402 415 

_ro_l_aJ ____ S22, 112 Sl6, 716 s 16,892 

• lnnc W&mef"1 re~mucs do no1 111Ciudc: I hoe K\Cft\11:"1 of lhe f11l~r\1111menl Group, ...,hach Md cll.pof1rc~cnun ol' S I 'Jill t.IIIOI'IIft 199.5, 
Sl 6~J bdhot1 1n 199-l •nd $1 6SO holhnu m I'''' I I''"IC'pelly from 1hoe .. 1c of hlmcd btle'r'-•.nmcrll pu.luch abru.d 
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TIME WARNER 
t ••• ~ .. f( UA'- R&POIIT . 

B"tld ,IUI Global B.rands 
14. COMMITMENTS AND CONTINGENCit:S 

Total rent expense amounted to $174 million tn 1995, S 157 million m 1994 and S 163 million in 
1993 The minimum rental commitments under noncancellable long·tcrrn opcr ... uug leases arc 
1996-S 14 7 million, 1997-S 133 million, 1998-S 139 million, 1999-S DO million, 2000-S 12J million 
and after 2()()()..$92) million 

inimum commitments and guarantees under ccnain licensing, antsts and other agrccmct.!s 
aggregated approximately S2 9 billion at December 31 , 199\ which arc payable principally over a 
five-year period Such amounts ~o not indudt' the Timr Warner General Pallne s l•arantccs of 
approximately $6 billion ofTWE debt 
Pendin~ legal proceedings arc substa.rntaUy limited to litigation inctdcntal to the 
businesses of Time Wamer, alleged damages in connecllon with class action lawsuits 
and pending litigation with U S WEST. In the opinion of counsel and manasc:ment, the 
ultima& .. resolution o( these m,atters will not have a material ctl("Ct on the financtal 
statemeniS of Time Warner. 
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TlME WARNER 
t 88,A ANN~~L A'PO-T , , . 

8Qll(liqg Global Brands 
lS. ADDITIONAl .. HNANCIALINfORI\JATlON 

Additional financial information with respect 10 cash flows ts as follows 
Years E1tded De,·ember 
31. (mtlliot•V JIJ9J 1'19./ 1993 

Cuh payments made for S 6S9 S S 
interest. 539 330 
Cash payments made for 

JO~ 389 .nc 
income taxes 
Tax.-reJaaed distributions 

680 115 • 
received from TWE 
Income tax refunds 
received 24 50 S2 

During the years er.ded December 31, 1995 and 1994, Time Warner realized SJS million and S 179 
million. respectively, from the securitization of receivables Nonca~h investing and financmL 
activities in 1995 included the S I 4 billion aC(]Uitihons of KULCOM and Summit in exchange for 
capitaJ saock (Note 4), the Sl J6 billion acquisition of ITOCHU's and Toshiba's intcr~3ts in TWE in 
exchange for capital stock and S 10 million in ush (Note 2) and the S I R btllion redemption on tme 
Wa.rnc:r's Reset Notes in exc.hanse for other debt secunties (NNe 6) Noncash fman<.;ang activities in 
1993 included the issuanee of approximatd)' S3 I billion of d~benturcs tn exchange for the old 
Series C preferred stock {Note 9) 

Othrr current liabilities consist of 
JJ.!c...,•ber J J, (m1/Jions) 199J /99J 

Accrued expenses S972 s 794 
Accrued compens.ation 337 .108 
Accrued income taxes 171 81 
Deferred revenues II~ S5 
Tot&l S 1.566 s 1,238 
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Report of Manacement 

The accompanying consolidated financial statements have been prepared by management in 
conformity w1th generally dCCepled account in~ principles, and necessarily mclude some amounts 
that are based on management's best c~Umdtcs and iudgments 

Time Warner maintains a system ofinternal .accounting control§ de~igned to prov1de management 
with rea'ionable usurancc that assets arc safeguarded against Jon from unauthori1'"d u~ or 
disposition, and that transactions are e~ecotcd in accordance: w1th management's authori1a11on and 
recorded pFvperly The concept of reasonable assurance is based on the recog-nit ion thc1t the cost of 
a system of intemaJ control should not exceed the bem:ftts denved and th4t the evaluauon or those 
factors requires estimates and judgments by management. fun her. because or inherent limitations in 
any system of internal accounting control. errors or irregularities may occur and not be detected 
Nevertheless. management believes that a hi!(h level of intema.l control is maintained by Time 
Warner through the se.lection and traininM of qualif1ed personnel, the establi~hmcnt and 
communication of accounting and business pohcu:s, and ils inc.ernal audit pro~r 11m 

The Audit Committee of the Board of Directors, composed solely or director§ wh~~ are not 
employees of Time Warner, meets periodically with management and wtth Tune Warner's internal 
auditors and independent auditors to review maners relating to the quality of fenancias reponing and 
internal accounting control, and the nature, extent and rewlts of their audits Time Warner's internal 
auditors and independent auditors have free access to the Audtt Commlltec 

(;t~RALD M. LEVIN 

Chairrnan and 
Chief Executive Officer 

RICHARD D. PARSONS 

President 

IUC HARD J. BIU:SSLER 

Senior Vice Presiden 
and Chie.f Financial Officer 

Hti)Orl o( lndependenc t\udiaon 

TIU: BOARD Of- f>rRt:CTORS AN)) SIIARt.:HOLO~:MS 

TIMfo. W'\RNt: R INC. 

We have audited the accompanying consolidated balance sheet of Time Warner Inc ("Time 
Warner") u of December J I, 199S and 1994, and the related consolidated statements of operations. 
cash flow!. and shareholders equny for each nfthe three years in the penod ended December 31, 
199S These fmanct&l statements are. rhe respt>n!>lbdity of Time Warner's managcmo:nt Our 



rcspon~ibility is to expres. an opinion on these financial statements based () 1 our audils 

We conducted our audits in accordance with generally accepted auditing Jtandards Those standards 
require that we plan and perform the audit to obtam reasonable assUJance about whether the 
financial statements are free of material mi~tatel'l nt. An audit .ndudes examining. on a te.'it basis, 
ev1dcnce supportin~ the amounts and disclosures in the financial statements. An audit also 
includes assessing the accounting principles i•o;ed and significant estimates madt by management, 
as well as evaluating the overall final!cial statement presentatton We beheve that our audit~ 
provide a reasonable. basis for our opinion 

In our opinion, the financi1l 'ilatement'> referred to above pre!.ent faarly. mAll m01tenaJ respects. 
the consolidated tinaocial position ofTi~ Warner at Deccmher 31, 1994i and 199•1, and the 
<.unsolidated results of its operations and ns fa.-.h Oows for each of the three years in the period 
ended Oecember 3 l, 1995, in conformity wuh generally accepted accounting principles 

ERNST & YOtJNG 
New York. Ne v York 

Febru .. ry 6. 1996 

. 
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TIME W AR.NE·R 
'··~ AIUot U ~a. A &POR.T 

Bttlldiog Global B.ra~d,S; 

Selected flin•ncial Information 

The .selected financial information Cor rach of I he five yea• sIll the pt.·riud ended December 31, 199S 
set fonh below has been denv~c.l from and should be rt."ad m conJun~o.tlon wtth the financial 
stat~mcnts and other financial inr(lrmatton JH esentcd el!icwhcrc ht.·u:in Capitali1.ed tl"rm~ arc a!> 
defined and de~cribed in such consolidated linanc1al statcmt.•nt~. or cb.cwherc herein The ~elected 
historical fmanciaJ information f01 all penods after 1992 ren\.'(1'> thl' dl'lOO\OJidation of the 
Entertainment Group, principally TWE. effective January l. I 99 .'! 

The selected historical fmanctal inform. tion for l 995 rcllt•cts the J!lo~ouan(l' ol 29 J milhon ~h;trcl of 
convenible preferred saock havms an aggrc~ate liquidation prl'fl'l cncc or S2 1126 b1llion in 
crnnection with (i) the acqUisitions of KBLCOM and Summit anc.l (ti) the cxchan~c: by To:~luba and 
ITOCHU of their direct and indtre~,:t intere!ttS in TWE The !.Cic:ctcd h1stoncal financial information 
Cor 1993 reflects the inuance of S6 I b1lliun of long-term dcht and 1 he usc of S 5 billion of c.ssh anc.l 
c~uivalents for the exchange or r~dcmption of preferred stock hav1n~ an aggregate liquidation 
preference IJf S6.4 billion The selected h•stoncal financial information for 1992 reflects the 
capitalizalion ofTWE on June 30, 1992 and associateu refinam:mgs. and the acqui,ition of the 
I 8. 1'1• minoriry interest in A TC as or June 30, 1992, using the purcha~e method of .tccounlmH for 
business combination~ 

Per common share amounts and average common shares have ncen re~tatl·d to give etT'-i:t to the 



TIME W·ARNER 
~ 18~ ~,.NU.~&. JI.C~OJIT . I 

Bqlldiug Global 1\~-a.uc:ls 
Quarterly Financial lnforrnation (U,.autlitttl) 

(millions, uctpl per share amounts) 

( 'ommo11 

Sto(:k 

0 
/~·quuy m Ntl 

1~fOIIIIK p '"''"'"'' n•uu 
Net (~ /JII'It".'IIJ.\ A lncomt 

1 ~~ ~~TDKt 
I'(."(Jm( /)a 

( ·ommon JltKh /.ow Quarler Ret.'f!nu. s of (I . if luc;om~ 4ppltmhle (. 
B . .OS.S) 0 (I omnton 

Slum.'.\ usmess f." .o.u) lo 
Shurt• & .11/trtamm,•nl 

{ 'ommon J(m(IIIS 
Group 

Share.\ •• 

1995 

s s 
ht Sl,817 s 118 s 22 s (47) s (50) S(O 13) s 009 )79 5 31J 33 

l/4 S/8 

2nd 1,907 184 84 (8) (13) (0 03) 0 O'i 
43 34 

J81 4 1/2 1/4 

3rd• 1.981 21 129 ( 1·44) ( 160) (() 41) 0 ()() 45 38 
J8(> 5 5/8 7/8 

4th 2,362 354 21 3J 5 0 01 009 387 5 
41 35 

. 1/4 3/4 

Year• 8,067 697 256 ( 166) (218) (0 S7) 0 J6 383 s ~J8 
33 
518 

1994 

I st SJ,558 S I 12 S 4S s (51) s {54) s (0 14) 0 ORJ78 <> 378 6 S
44 35 

114 S/8 

2nd 1,6667 170 66 (20) (23) (0 06) 009 17 40 14 
. b 8 VK 1/2 

lrd 1,884 141 66 (32) (35) (009) 0.09 379 I JS 
J/4 

34 

4th 2.287 29L (I) 12 8 0 02 009 
37 ll 

379 2 J/4 1/2 

Year 7.396 713 176 (91) ( 104) (0 27) 0 J5 378 () 
44 31 
1/4 1/2 

• Bll·- IICII"""I ~~·•me 'II.:Cltlll; lur 1!1.: lhlrd qU4rlcr 1>1 I <J<n. IUCiuck• u~ mlllrou Ill"-' rcollh••• lo ~cNUl """' __ ,end ~Ill 
~~nhuq O'IO'IWd bJ' 1!1.: W.-c J:>.wuloOII wiiiCh -c: IC'tlr\K.Iu<Cd 01 cit- The: net lou IOf !he tllmJ q ... /¥1 or l'J'JS IIK;Iudc:l Ill 
C.llllr.adnwy "'- on !he --1£111 of ddlt o( S42 mtlhon ( S J I per ~l'lrnofl ~han) 



.. Aller prrlc:fftld drW'Idcnd rcqurremcnls 

•• • J>cr <:Otnmon lohare .,_. .. for die quancn and full )'CIIfl hawc t-n cakula10CI .eparaldv Accud•t~Jf), qu.~rtcrlv amounts •~) 
caleul.tcd •fll,.lrllr AllcotdNI&I)', q~ amounll miY Ml 8dd In IM anm-'IIN!Unt bca~a« nf dtO(rcn~:CI m 
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TIME )\fARNER 
t ••• ~J&Jft.l61. . • -~~~~ . 

8gtl4i.Qi ,Ptob~{~i\~,id~ 
Corporate Manaeement Group 

Pf:Tt:R H. HAJJi: 
!:;recuiH'f! J 'tee PresJclelll. 

GE'HALO M • . LEVJN 
Chairma, and 

011ej f~~cumte q{jiccr ( ;l!m:ral C'mm~l and &cr~tary 

rtMOTII Y A. UOG{IS 
Semor Vtc~ PrC'.''ilclent 

Gf~kALD M. LEVIN 
Chcmn~an tmd 

Chttj f:.Xecullw Officer, 
lime Warner Inc. 

DONALD S. PERKINS 
Former Cltatrmcm, 

Jewt•l CompmUC'5, Ill(:. 

R£lJIU:N MARK 
Chatrman and Cl:-0. 

('olgate-PalmtJin-e ( 'ompany 

JUCIIAR» U. VARSONS 
Prt•.\/Je 111 

PIIIUP R. LOCIINER JR. 
Semor 1 'let J>rt•stdcnl 

Ooard or Uirecton 

t:UWARI> S. 
FINKf:LSTEIN 

Chairma11, 
Fmlte/.,·tdn A.twelak.S. 

IIIC. 

RIC IIARO D. 
111ARS0NS 
l'rc·~uknt. 

lime Warner l11c. 

RA\'MO~DS. 

'fROUBII 
/ · fiiCIIIt. :af CtHI.\11//QJI/lJIN.i 

dtr~,·tor of l WIOIIl 

compwu~., 

TOU k. IIUI.I.IN 
Semor Vice l'rc'.'itcklll 

Rl< 'II;\ R.U J. nttt:SSLt:l< 
.\imwr I 'tee i,r4!.\/Jent anti 

l 'htef Fmaii(.'IUI Oflica 

IU:NMY LUCt: IJI 
( 'hatrman and CI~O. 

lhe Henry l.IIC:t! 
Formcia1wn Inc. 

llEVt-:HLY SII.Ui 
GREI<:NOUGII 

( 'ha1Tma11. 
l.mcoltr ( 'm1er for 
1~ Perjormmg Art.t 

1\H: RV AUF:LSON 
( 'hUirmal/, 

!·.lui- W!!~ll 'aptltll 
A .\.\( )€' Wit:.\· 

AMUASSAl>OH C'ARL.A A. ~fiCIIt\ EL A. MII.ES 
f-ormer ( 'hmrmatl a~Ni 

l·Eo. 

FRANCIS T. \'INCt:NT 
J~. II ILLS 

Chatrm and cro. 
1/tJ/s &amp: Compan_Y. anti 
Jor,,u llmt~cl Stale.\ Traclt• 

Repre.wnlaltw 

l.A WRf:NCt;: 8. 
JUJl&.:NWU:Sf:R 

Partner, 
Ro::r~llman &amp: Calm 

Plultp Morns 
Cvmpom~s l11c. 

OAVIO T. 1\t:AR".) 
Uc!llrt•d ( 'halrmanlJI.J 

('f.V. 
X emr Corpora lion 

f 'hatrmun. 
J 'mn~nl f.nlcrprun 

J. ~1('11 ;\kiJ Ml1NHO 
( 'hwrma11 of lhe 

1·~~'-ultw I· manct 
( 'ommll/ee of I~ Board. 

lime Wamt'r Inc. 
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Operating Officers 

ENTERTAINMENT 

\Varner Bros. 

ROBERT A. DALY 
Cha1rman and C ~CEO 

TERRY S. SEMEL 
Chwrman and c~CEO 

BARRY M. MEYER 
E.xt:CUIIYe V1ce Presidem and COO 

RICHARD J. FOX 
E:ucuuve Vtce Presidem. JmemaJwtJal Theamcal Enterprut:.\· 

JAMES R. MILLER 
I·:Xecullve Vtce Prestdtlll, Bu.rines.o; tmd A cqu/.\1/IOII.'i 

SANFORD R. REISENBACH 
F;xecutlve VIce President, Marlcetmg and Plannmg 

Jo:DWARD A. ROMANO 
F:Xt•cUIIW V1ce Pre:ndem l.md CFO 

STEPUEN ROSS 
EncuJ1W Vice Pre;}idml, S.[Ncial Pr '}eels 

JOHN A. SCHULMAN 
I·:Xccullve Vtce President and General Coumel 

Warner Bros Worldwide Theatrical Production 
IJRVCE BERMAN 
/'rc\tdenl 

Warner Bros Worldw:idc Theatrica.l Advenising and Publicity 
ROBERT G. fRIEDMAN 
I 'rn/Jt'll/ 

Warner Bros International Theatrical Distribution 
EDWARD E. FRUMKES 
l'r~t.\ldt•nt 

w ... rn~r Home VIdeo 
WARREN LIEBER.'ARB 
PreJJdenJ 

Waua~r Bros Domestic Thcatncal Distribution 
D. BARRY REARDON 
PreJtdent 



Warner Bros Music 
GARY I.E M£l 
l'r~sukm 

Warner Bros. Domestic T efcvision Produc(ion 
TONY JONAS 
Presu.knt 

Warner Bros Domestic T elevisaon ()istnbutton 
RJCUA RD T. ROBERTSON 
J'res1d~111 

Warner Bros International T ele111sion D1stnhuuon 
Jt:Ff"RE\' SCHLESINC;f:R 
Pres1d~m 

Warner Bros Domestic P!y· TV. Cable and Network F~atures 
EDWARD BLEIER 
Prl!.ftckiU 

W amer Bros T ele...;sion Animauon 
JEAN MACCURD\' 
Pruulent 

W1rn~r Uru~ f-eature Animation 
MAX IIOWARD 
PTC!!ildelll 

Warner Bros International Theatres 
MILLARD OCfiS 
Pre.w../.:111 

Warner Bros Worldwide Consumer Products 
I>ANIEL R. ROMANt:LI.J 

PresidcntWamer Bros Worldwide LicensinM 
Gt:OI<GE JONES 

Pres1dcntWamer Bros Worldwide Stud1o Stores 
PETER STARRt:'n · 
Prc:.l1lknt 

Warner Bros lnternationaJ recreation Enterprises 
NICHOLAS WINSLOW 
Prl'\ldelll 

Warne. Bros S1ud1os facihhes 
GARY CREDLE 
Pre.rukm 

[lcklra Entertainm~n• Group 

SYl.VIA KlfONt~ 
c 'hmrmun u1td < 'J•;O 



AARON I.EVY 
Vu.:e Clw1rman and COO 

SEYMOUR STEIN 
Presidenl 

DC Comics 

JENEITE KAHN 
Pre:ndenl mKi F:dilor-Jn..( 'htef 

PAUL LE\'ITL 
f~ecu/1 ve VICt' President and Publtsher 

The Atlantic Group 

AHMET M. ERTEGliN 
(_ 'o-( 'ha1rman tllld ( 'o-( 'HJ 

VALAZZOU 
Co-Chatrman mid Co-( 'F.O 

Warner Music Group 
ROBERT A. DAL 'V 
Chatrman and Co-CEO 

TERRY S. SEMEL 
Cha1rman mKi r~CEO 

JEROME N. GOLD 
bectl/tve V1ce Prestdrml ..,,ld ('fV 

FRED WISTOW 
J:xecli/1\'t! V1ce Presld4!1tf mid ( iem•ral Cmmsl·l 

Warner Bros. Records 

RUSS TUYRET 
( 'hmrman and CEO 

DAVID ALTSCHUL 
V1ce Chairman 

COLIN HODGSON 
E.xecurnoe Vrce Prestde11tllnd CFO 

STEVEN BAKER 
Prestdenl. War11er /Jros. record\ 

HOWIE KLEIN 
Pres"Jcnt. Repr~sf! re,·urdr 

\Varnrr Music International 



RAMON LOPEZ 
Chwrm'm and CEO 

STEPHEN SHRIMPTON 
Pres1den1 

JAMES CARADINE 
Execuli'W! V1ce Presidem 

KEN COOPER 
ExecuttW! Vice President a1Jd CJ-V 

PETER ANDRY 
Warner Class1cs Jnlemolloual 

ANDRE MIDANI 
President, Wamer Mu.w.: Larm Amenco 

MANFRED ZUMKELLER 
Pres1dml, Warner Music Europe 

WEA Inc. 

DAVID MOUNT 
Chairman and CJ-:0 

ELLIS KERN 
Pres1denr and Co-COO 

RICK WIETSMA 
Executive Via Pre.:rident and C'o-COO 

Warner/Chappell Music 

LESLIE E. BIDER 
Chatrman and CEO 

IRA PIANKO 
Chief Operatmg Officer oud ('I· () 

lUCK SHOt:MAKt:M 
l'rc: sldl!lll 

Warner SpMial Products 

ANTHONY PIPITONE 
Pre:sidenr and CEO 

Home Box Office 

JEFFREY L. BEWKtS 
Chairman, Pre.tldelll and ( '1·."0 



SETH G. ABRAHAM 
f:.X~cu/It~e Vic~ President and Presirknt, Tim~ Warner ~'ports 

CHRIS ALBRECHT 
.Exec111ive Vice Presidetrt and Presidem, Origmal Programming und HHO /nd~pendem JlmductiOIJ.'I 

JOHN K. BILLOCK 
Execultlle Vice Prestdem mid President, HHO S(1/e.'i and MarK~tm;.: 

LARRY P. CARLSON 
F.xecullve VICe Presidem and President. HHO Sateilltt! Sen"!c:l!l 

ROBERT COOPER 
Executive V1ce President and Pres1de111, HBO Pictures und HBO NYC Prodm:tuiJJ.\ 

WILLIAM C. NELSON 
Executive Vu:e President and C/·0 

JOHN S. REDPATH JR. 
&ecullve VIc~ Pres1den1 mid General Cuume/ 

STEPHEN J. SCHEFFER 
Execullllf! Vice President antJ Pres1de111, him Programmmg, ~ '1deo, mid f.ilterpn!t.es 

CURTIS G. VIEBRANZ 
F~~cutillf! Vtce President atld President, HBO lntematio,a/ 

HAROLD AKSELRAD 
Senwr Vice Pre:ridetll, Busine.u Affairs 

DAVID BALDWIN 
Semor Vice President, Prog. am Pla1mmK 

VINTON H. BAUER 
Semor Vice President, HBO Dtrect 

ALBERT COLLIS JR. 
Senior Vice President, Information Technology 

SHELEY D. FISCHEL 
Semor Vu:e Pre!;Idenl, Human lle.wurce.s and Adnwu.\'lratwn 

ROBl.RT S. GRASSl 
Semor Vu:e Pres1denl, Affiliah rda1Jo11.\· 

LESLIE H. JACOBSON 
&mur Vtce President, Film PrOf{Tammmg 

ERIC KESSLER 
."iemor ~'1ce l}u.\uienl, !fRO Mar/(etm;.: 

HENRY MCGEE 
Semor Vtce Presid~IJI and President, HJJO Vtdeo 

SIIEILA NEVINS 
s~mor Vtc:e President, Documemary atld Famtly Programmmg 



RJCIIARD PLEPL.ER 
Senw,.. V":e Presu/ent. Corporale Commt~nic:alwll..'l 

DOMINIC SERIO 
Senior VIce rresJdelll, Studio and Broadcast Operatwm 

RJCJJARD WALILER 
Semor J ice President. HHO Pu:lures 

ROBERT M. ZIITJ:R 
Senior Vtce Prestdenl, TecJmoloKY Ope,altOfu 
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N~~WS 1\NU 
lNFORMATION 

Timco lnr. 

REGINALD K. 
BRACK. ,JR. 

Chmrn"m 

SUSAN 
CAlJGifMAN 

Semor V1ce Pre.ndent, 
Consumer Marietmg 

E. BRUCE 
HA'U"ET'f 

Pr~side111, 'lime 

ANN S. MOOUE 
Presitiem. People 

'fOM ANGU.ILLO 
Presuk111 a11d CF.O. 
Soutlwrn l'ro,.:reSJ 

Corporatmn 

tilde, Brown and 
Company 

C'ffARI..~S E. 
IIAY\\" RO 

Pr~stdmt and CEO 

Timt Lift Inc. 

G~OR(;t: 
ARTANJJI 

PreSidem and C/~0 

fditorial E:ucuth «'I 

NOM MAN 
PEAIU...STINE 

Fduor-ln-Ch1~j. 1imt• 
Warne' Inc 

TIME WARNER 
t ~~~• ... ,.,.u~&.. 8•1'o.-'l'. 

B~lldt~•- q~~bal '~a~q~ 
o,,eratinr. Officers 

(Conlinutd) 

()ON LOGAN JOSf.Pif A. Nll't• 

11re.\ld~lll cmd l'u• "ftW I i( f' frrJtclrm <Ill•{ 

C/:"0 
Cl-'0 

JAMMl CWAIIAM JIM Nt:LSON 
~mor 'kr /'rtllcknl. 
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Manage•ent's Discussion and Analysis of Results 
of Operations. and financial Condition 

On OctOber 10. 1996. ltrne Warner Inc ("Tune Warner· 01 th• 

·company"), acquort!d lht r~•nv 80% lfltere~ In TllrM!r 

8roa<~eastm1,;j Sy!>tem. Inc: f"TBS "I that II did nOl olrudy own 

A!. a re~lt oll.l'ltS tra~"~YCtJon. 1,... pllllf'll comp11ny With th«l 

name "Ttme W1111~ InC • rep&ac:t!d !he Old parent ('Cimp.Dny or 

the s.~me nan1e ("Old Ttme Watrw:< •. l'l('w known 8!> T orn4l Warm•r 

Companttt~. Inc. !. ana Old Twne Wlltlnl!t' ana TBS became 

\epartlo. wholly ow,...d \u::JWSII'le\ ol the! n.t_, polllltll COfnpany 

rNew Time Wllfll(!r'J_ References N:>rOtn to 'T1rne Warr.!f' 0t !he 

·company· reler to Old lllftt Warner proor to OctOber 10. 1996 

111'1d NC!'IIW Time warne< lhefeall~r 

1 1me Wamtor claswflet iU ~u •ntOfe!.U 1n10 lour 

runaamenl~tlarf'll'• (nlletllinffteflt cnn\l"ftljl pr~rac •p•Uy ol 

•nlere~LS 111 tOCOfdcd mu~K anc1 musK pub'l~. filmed ttnll'f 

tamment. tolcvt.,oon ptoduchon. 1010~.-..ofl broadca•t"'Q and 

theme palks Cuoa., NI!(M)ftl~. COOSr.llflg priRCip..y ol INI!ff''IH 

., cab'e l.olellt'>•on P'O?'•'"'"~ ana sport$ lrancht.e!>. 

Publi~. CORIIYIIIQ pt~t,llll)' ol &nl.,nt• In IMQ81t0lt 

~·book~ ana dhct mo~~lletlfl9: al'ld Cab!(>. 

con~ pnnc:lpally ol .,..,.0"'-' tn cable lelo'll~n sy~om\ 

A majorll:)' or l•rnc w-·) tnle<l!!>t~ '" hlrnl!d l!n!DIUIUlmcnt. 

1~ produc.on. teM!<ooo'loiOtl brt;Widr ut•ng ana theme! parks. 

I poruon or liS lnll'fi!'IU 10 Clbllt lelewl&IOil progremmofllli, 100 

1 mep~ty ol1t'\ cable televr!>oon ~y!>tems are N:>ld through 

Time Warnl!lf Ente_,Jtlnment COfnpany. L P rTwE·) Tom<' 

Wolf net own!> 9CACr 11 ancllomlteG partnl!t'!lohtp tnf.efest~ '" 1 W[ 

con~1ng (!I H 49'111. ol thr pro raUl proortty cap<tal !"Sene'> A 

Capo&el1 lf'ld rc.owcl~ eqt. y Cllpl'lal ("Aowclual Captai'J and 

100% o1 U'll! ~oenoor prat)' capuii.Sc!I'IIOI Cepotel'l and JOI'IIOI 

pnorll:y ceptl&l ("!.efOH B C•Pflal1 T~ rernalftwjJ 1~ ~ 1% 

hmoted paoncr!!loh" 111taresu in thl! ::.cun A CepUI ~ ~f'\IOUIII 

CepUI ol TWE o11e held by a !ol.Cl~11ry ol US WE.S 1. Inc: 

ru S WEST1 Tnoe w.,_ doe\ not con\OtodA 4' TW£ and rl'fta., 

rNteGcomp.llllOe!.lt~ "Enll~ Gr<le4)"] lrit 1tnenc1111 

report.-.g pur~ bee..,.. ol certalrt limllod partno<Sh'4) 

approval roghu. retalt!d 10 TW[ ·s triCC!fiiSI on cortaon cable 1111c"' 

~ICJI'I S)'Stems Clpi!Mzod terms are as doltno<:l and dc'\cnbct<l 

on l1w! accompt~nyong cons.olodleed la'Wneilll!.tatemcnl~ or 

clsewt>ere ~rcon 

" 

lltnlflcan.l Tran .. cuoroo Oosng the pMII....O years. Ttmc 

warner has Jill~ \19,..1~Canl, 'o.tr1tegic onol18\lll't'o. thai M""-' 

r~ultad'" 1/lc at.:Qt.ll\11..., ol T BS ana I he expan~ion of lmlll 
Wofrot:'' ' tnterc~ .. t~ tt>ll'oe cable t~vos<Yt bustne\s T!lo~e 

tnlltallll('\ -•o p.ll't o1 en onqoroq !>1111\ogy to 'o.lrengtl>f:>n hne 

Warrw:r•,lnllefl'\1\ '"cntcl1o\lnrnenl lf'ld cabletclcvlMon program 

"''"9· ana to e•pana 1/lc opera110n o1 large grog•Aphic clu~t~,., 

o1 cltJII! te~'WOfl ~Y .. '"""' •• tti. ...,on u, .t< llltovf'l'fOIIlllt*'" or 
\CillO 10 ~~ (J(!vctopml!fllllld di\UtbiJuon ol new ana PX~ntf.-d 

~ervte.I!S O~r the! ~,.,.,e pt'foOd. rna,_~ .. al"o C'nqagt'd "' 

11 program I() tmpt'OVG the corntnned f•nanc~o~l condluon ol 1tiN' 

Warlltll erld lho [n1NIIIIfll?l(!l11 t,10up a\ WtJft ~'to tn<.rl'.t'o(' 

ltlft4f ()WIIflll flflltl(l .. flrui~Uty. ti•OUI)h lhcl lutiUIU(IfO Clf II dnhl 

rrdoxUOOl progr11m lind Yf,jl'llteefll cr.bl rellf>IIOC.II'W,j!. 

Man~mellt bckYf!\ rts ~·~n\ton sltehJgy hll~ la•Qcly 

lrhtiNGd rh ObtOCIJVCI\ AIICI ... crndS 10 ShA<pcn II\ locv" 011 

tmpiCwtng lhe cnmb•IV!(! ltn~~nc.tBI condiiJOn nl limo Wat!W11 and 

tile Encenainmrl'll Group 1nd rc.rea~ng !1\fltr Ovl!tllll rtnanc.u•l 

na•obMity lhf'OUQh all1tl101\al lnfl.1411tv ..... r.uc:h u conUniJCd 

d(!br reductoon al'ld lmplemr,..tiOn ol var1<.us cost ·~IIIRqS 

and revenue·enhancang mea~res dc!.tgno:d tn IIUQmenc 

lundal!><'ntel b\1\IOO\\ grOWih 

Con!.l\tenc W1th t?Uanagomen~ ~o !otrale(,ltC atrectiDn. tim., 

Warner compMIMI thc I~ Ullll~.KIIO<' tn 1996thAI h.wt• 

hnO ana are e•pc<.tcd ro conunue 1o heve a 'loCJntiKanl cll«t 

on tl\ r~b or ope~ alton~ andftNnc.•al condttoon 

• T~ aCQLII!>IIIORin Octobf>r 1996 ol """ rcmoononq 8~ tOUllll\1 

tn TBS INIWI!. not alrllld)' ~It~ 'TitS lt11nsacuon'] 

1r1 coflfle<t•on .v•lh lht\ ttan-wchon t'"* 1 •mr Warnrr •~>'>uNI 

01 agreed to 1\\UO •pputumll.l!ly 1 78 " miiiKlll ~ll811!S ol 

common ~otoc• appto .. ·nat~11" m1lo0n \IQ<k <~IOfls all(! 

S67 mo1110n ol conslderet!Otl p.y1ble a ttl~ o:-lrcllon, "' e•l~• 
r.ash Ot common ~lock N- Tome WII"W'' III~Q 41\sumect 

IIIJP<OliiTlllloly S2 B bill_, of olldc!t>todi'Win Thr .-dc'Jot..-.n ol 

1BS s ,...,,.., ana cnttlf'Uitnmont P'l19'""''"""l OCI*Oik\ lttrn 

•na anlmall<)ll lti:H enc\ lttm prodtJCUon • ompantC\ •lnd .,~ c,r 1\ 

lranchtt.es" o•peclf'd to com~ment vtrtually all ol l•m•· 

War~ s bu\m< ,\ orotmr\l'> 



• l~ ompk'me~ 1n •• 1996 ~a pOQf.-nlo r~cl'lno. 
l•om tome to ume up to 1 !lm.llon U\ar~ ~ Time! Wattw!< 

common SIOCk This p~am os ~OCI on p~~rt. by a fov.• 

year. S 7!>0 nulloon ttwDtwoncjl credit fadtly whiCh'"" e•P""CII'd co 

De rc~ld PfiiiC~ lromt .... c ar.h poe~ from ~~ tuc~r 

tleorCIW d MlploJH UOCk Opll(llln A\ ~ OecomDtr ll 1996 

1- Watn~ 1-.d IC~«' ippf0111Nl4ltfl 1 t rn.lkw1 \1\et .. , 

olu comrnon uocll 101 an ~evate cost ot 14!16 rNIIIon 

• The &s.uanct tn Apni19M ~ 1 6 mtlk)ft Sllefcs ola ,_ 

W!'rJH ol uc~ p.,emxllolock. ¥l'Nch cutrently Plf' 

cumuiMMI, nancar.h CltwtOend\ at 1ne rate o1 10 1/t'l(, ~· 

1,_ Troe appiOI'"*I J1 !!.!> bllllclnol net PfiXeedi , .. \*0 

hom Chos Ctans.ac~MW> -· uiAid 10 toeluelll dDbt l\1'1111 "Ptofa,nd 

\toe II Ac-fonanclnljj 'J Aion9 ..,lh Olhar ICIIOI'Is Sln(:O tho! 

on11111oon ~ali· Sl blllntl debt roductJon prllliJ••m on 

f.O.~.~a) 1995.lf'ltludllfiQ cnr eapeCled 18t7 Wle o1 TW( ~ 

wo&erMI on I' f~ TReow~..on Inc:, Time Wa•,_ 

il'\d u·~ ll'llt • ...,.,..,. Gtoup hawe e•ceeded ,.,...,. tn~t~al 
qolts un.dof this progr~~m 

• Tne re~mpuon 111 1Mt6 aud early 18117 o1 approx1"111r.1y 

I 1 S brlltOn ol con.tn.~t~~e debl U\1"9 proteod~ from oilier 

,,..,_.. "'9'· lltlftlcll ~ .,..,.,. •••••· ••-vver(O(I flebl 

fiUtlUflllll!'\ ll1d f'lillllll.-cllt.r poii!I'IUAI <JIIvUOI'i f(noft lnt! 

( OIIWef ~l ~ ~UC:II WC: '"'jr"" 11\10 ) 1 ) I'UIIOn 'hel r .. Of 

~Qfflrnor> ~tC)!;!t 

• T~ at qUisiloon ~ Ca~'WOflltiCiu~l!es. Cotpcl'8tl00 ana 

•l!la!C<l C:O"'!»"~L~ I"CVI') on JanuAty I 19116 II~ 'CVI 

Acq .. ...,.oon1.1111ftcll wengu.neG luRe Wll,.,., C..,.," 

9t'09f•phK: c"-&ers ~ c801e lek!\11:\tOI'IIy"ems and ~i.ID'>C"" 

••o~lly onnca\ed 111e ~of caDie r.utl'IICOtle<!. ma""900 oy 

Tome WarneJ CaDle Tll'lle W11ne• o<o!.uod 2 i rntMIOC'l \harPs of 

COftlmoo stock 1111:1 I 3 mAori Share'!> o1 new coovl!ttlble 

pt .. c<re<l SIOCII. ~AS~ OIIIIC~r_,., appr01in!Ma11 

U billion ~ oncldJlecJnau A \ d Ot-C' etftC)Cif J l. I 996 T trne 

w.,~ Cable. llllftctl .nttuGe\ the cal* CJPC'fel.om o1 nocrt 

Ttrne Warner eno fWI ~"C<l appto••macaly 12 l 1111L~on 

~ubKttbers. ~'""9 ,_,,, 20'tl. d tile IOievt~l()llo 

lxlnw:o. "' tne u s 
IIW nacurr ol 1"-M lfiiKIC:CIOf\\ lltlG croeu '"'PM' I on IN 

'""'•' ol opera--. lltlG l'lnancoaJ Cf>'odtCIOn d """' WAtno• 
and ti'IC! Entl.'rtlltw!'!Of'IC (;ro~ .,e fu•lt.!-' diKU'Io'\<!CI t>clow 

II 

t • l Tr-NC\- ilrltne 18\ lr-.ctonn. each~ 010 r­
W~'"* anC! TBS r«- ~Itt' whnlty nwnc-c~ \ub\ICI,.t14"\ 

ol N- T111110 WllrOOf, 'IIIWtMCh comb,l(l!!., few f1nolnc1111 repofl•ng 

purpoo.M. croe cnn~lldated nee a:o.~' •nd nperac.ng resUI' nl 

Ola lime w.,,_ Jltld ll:l~ f ach l'lo<,UOO ana nut!>tai'IOWJ shate 

a1 eect• clan o1 c..,..al \t(IIC'II ~ Old Ttrne Wilner wu conwe<te<l 

lllkJ cw• .,_e oil Wb~anUIIJ *riiiCel til\\ C~ t'lp!lal \ltot II 

al Now Time W•r~ 

In COftftl!(llot\ "'lth the TB'> Tran\.Kt• n , NC!w T- Warrwor 

""UO<IIilltPP'OIIIIIalely 11) • mo~n ""''•' ~ comtnnt> .aock 

(lne'luellftg WII,...,. U\IIC!\ ollMCN V Ca.s.!!. COC'IIIfton Stotk 

In ell ... le\ ~ lbefly U.0W. Corpor .. IIOfl f'l MC.I. 1 ~tlly 

~ TeMI Com-...c:aooM w. 1. "'••ct.a"')e lot shale\ ot lt'"­

cap<~al \IN: II and lfll lpelinllftiMII!Iy 1 & m,;:l()ft SCOCir. GpCIOll\ IO 

trpiOKCI •• nul\'-nd•nc.~ 1 a~ \ltl(,k optoon\ " I <tOIIoon, N~w 

l-War..- *.il'~ tO 1\\u- ID lMC and lb a"ollltC!~ a! I a.1c-~ 

ttlto en..__, fhtt mt~MW! \hares ur 1 ~-N v Cl4, Common 

~,.,...,and"'~ n1 c<.on\IOII!atoon l"'r•D6P 1114ln-f'k''""' 
o1 Noro~~~ r- We~ner. oncniiOf a<itllt""'"' sf\oltO\ oilMeN-If 

CIA\i Common S(cxll. Ttl'\ ·additiOnal 1'.00\IC'If>l,hon ,.,, De 

•uuoa pu\Uant to • ~•e Gp(""' afld non rompeucon 

-vt-.nl t'- ..,II".,.,.... f N..,.. 1 .ne Warrw.f Iller< 1\e\ C\ 

q1110n. few I \oUbMIWJ t>f lMC Ia ~ (tf111Ml \If .... uJ•Inll 

a•>CI dl'oii!Clullnn \f'f..C:l'\ lew WTII'> • llfu•ttr &\llrk!vi\•On 

\11\!0t' OWfii!G by fiSS. ~liS (()I'IVf''IIICIICit copyn(pot paM'I. 

Clble U!~'WOfl Pf09'1"'"""9 ~ntlc~ The CO~I to ICQUIII! 18S 

was appro•tmetety 16 2 billion ~ 1~ Warrw•r h,., al\0 

f~~C~y ll1d unc•...,..oonMty gwr-.ed .. oi18S' .. and ow- T­

War ,.,, ·, OU(\tlnc:Jinljl J)UDkty lr.a<Jold ind41bC~ne\" liWfliCh 

lrnt)l6llacliD 19P'OIIINlely l I OJO tloh.._">n 1111d S 1 1 ~· !1~1101\ 

IOS.p8Clii1C!I1. II [)o(:embof Jl. 1!1\16 

A~ 1*1 ollhe lr!le9'1{11on ol TBS ·~ bu\ln~~~s tnto 1 "'e 

w .. ner t operaong KfUCl.,e. rt~an~QH~V"N 1\ PUI'>~Jonc,j •••ocJU\ 

COSI ·W'""Q and~-- ~lf'9 ltllloaftlfe•, <,ur h ..... Uvf"'. 

\omct rl ..tw.h hlv• lirfll<tJ I:)Ktn ompk"IIM"tnt~CI lri{I\Q' lh~ 

con~uon of Cl!ftlln GupiiCil""l'l oldrnono'>ltot\ove ana O!Jf'•a 

110111t II.W>CtJOns f"WC.h •~ trtnWt'fllftl;llhn" .an.~~cment ol TBS's 

l~lc!YIM~n Sytllkat.nn anQ tw>mt WIOCa flil''' 1111 n\ 10 .Varnr• 

B<o'!. 1. ,..., '"'ructuranv d l8S s toft! ptOdU(Unn CC'lmpanotK 



t~ pi~ ccvtvrr~ ol WTBS lrom I btoecKI\1 !Wpc!<\llhon 

tnto a copynghC p11td. c•bte ._ ... ,\en pr0Q1'1'"'"'"9 ~NvKr. 

the CreeUOil ol flCW DI!>K Clbte ll"'f'VI'WDn I'IC!lwOI'k!> I\UCI'l" 

CHHfSl. T- Weu~ ~ 'pot\1 _...., nctlii'Oitlllnd Olhc-f 

~~-·enhlnCIIIg ICINRIH. lftC!udiiMJ ti'C CfO\ \ pr-1011 

olllnHniiiOft n.,rH. folm lobi.,., oll1d clwldrrn s. ~,........,.... 
In re!>UUCtu•1f>918'\'' TIIM ptoducuon ec:UWI!tc>\. hnr 

w.,rw:t nn 11lrudy phned out au prooucuon ICthllt~eo,. o1 

Tllf- ~lllfe\ lnd "evlluMift9 IIUtrnet,_ for C11olk- A(l( k 

£ ,...,~..., rcuate AocJo:1 It'd ..,_ ltne crnoma {"N•• 
Lti'IC!"J liW'W! aller~\ rangf' I rom en eqlfty Ull'lloiKIIOn 

tnlerc!~lon the\t' ~tudlo, to • r>Ont('< o~\e fonanc.~ng 111~111()11 

c ..... ,., .... , o.,., lhl Jlllllol t-.o .,..,, ,_ w.,,... 1\a\ 

r cll'lblf'lftd votth '" •cquwvd cable' ll•lt~vtMifl \)'\lf!m' '"'""''I 
appro•matrly l ) rnAon \Ub\Crltll!f!'> llho ·cltllf' trar~M uon\ 'J 

wftich. alonQ Willi INernal QIOWtl't t\.1\ tUCTI'IM!d thor I DIAl 

,_...bl!f ol !'ot..C»VriMII'\•"'~ W m~era olltnw WI'""' 
Cltlle to 12 l mo&oon from 1 !. million ~ubw:rlbor\ Mttlc' rnd ol 

19'H Thl\ upanwon !>11'8C~J 1\1\ ••~ e•umclltd T , ..... w., ... 
C11:1~·~ reach ol Clble ~le'lt\ICII'I 'ystrm\ to nc-19nbothool'l\ 

p85.S.In9 19 rntllooft floff•H 01 Clo\c 10 20'1(, ollt'le'YI\ICifl hOrn~ lfl 

theU S In~. U.e••- l'~09ftphlc CIU'I.I.r<\ol 

Clb6e tt!'it'lll~ ty1ot-!1. MI'Wig- 100,000 Sub'o<.f~~ e.wh, 

tncludlnq kry llllllt.ft!l.ltUCh as .... V01k Ccy. tiOI'thern Nrw Von 

State. c rntral rlond• l'ld Nonll Clt~I'WI ....,...IIIC:nl bf>IIC.'vt\ 

thaltl'le ompmltC!d conc-•UOr> oiJU ~rlbtr D•t~t wou 

ptCMde lOt ~ ,...,...,. grOWUI ,,_ -lnd ~--~ 

S(!<VOC..S. lnd ptCMde c:.n.-1 -~ c:J ICI<k: IC't..UIIQ lo 

tile i•pgtade c:J Ole tec:hnoh91Cel c•pabliltle!l. ol T •mr. Wa""'' 

r aDic'\ cable tl!lftr~ 'Y'l-

.. 

'"" N.,,.,., . ., currf'nl .,,,,.,~., 1\ to ·~\lllll'h~tr It\ cMIIIt 

trlr.VI'>IOtl ~J\(f!ftl\. \0 fll II .. ptiKlK~ lf1d on I Ul eflk:tenl 

ba''" to f'ntblc '"-' h lnl~t'>l'> lu Df' \ol•f ft,..nced A' p.trt ol 

lhl"' ~fMNjl)' Jml" Wllllf•r 1\ ~k11og1o reduc~ •u ocnnoor <. 

tntt•<r\tln tr. c•blc t~.~mYI\1011 bu.,_,., on rwc»r to reduce 

eal-.llncJ dtrbl end~~~ !1\erf' ol future lu~ ·~-...,, 

rr-lntf'd tn ~uch c able nporeuon" IN' prtma•y aiNNtllvll brlllfl 

pur .. uro '' 1 rewuctUrlncJ ol TWE l.hat•ould de<:r•IM l1rne 

w,,.,, cabllotnt"'•"' rn rwt An<Jww•ce..e ,.,_ w.,,_., 
,,.,., \1~ on TW( ·, .-n~ert•orwnenl anrt c ~,....work\ Any JWf 

ruttucturtnr;~ dc!JW'ndt. •mong OChN lht"Q'\. l4)(VI \UCC~"ul 

oeQOihlllfiiU •rch U S W( !>I end rwhe< t,.,d pat be\. a 'Pn1190lll 

toon of Cerutrf'l c.r .. dll .,, ~col'\, tnc: luc1tr'ljtnr 1 99!> C • ~11 

Ail'-"'· 1nd c~'" or approval\ ""'" ut*lt~\iOn 
IraN PIIWI l'ld nil'* ,., ..... ., eulhfl'llla\ II• at1ctltw.., tn o• " ' 

lll'u ol • TW( re.,lructurlllCJ oil.,, •'U"NIII•••\ ~<•mllu ltvatlahl• 

to lllllt> Warnar tn advlhl:l' lhc\c f,jOil\, '>onw' ol wftiCh woukJ 

nne •eqwa u S W( S T con- Dol _,.,lei \toM ·~c au- thud 

par1J lt8n<,.MII1d r~cwy lppttWal\ IIWte ,., no •'\~llfatvt 

that afly ol the~ l'f!Qtt\ wnll\ut:C"rcd 

Uu et fiiTDA The I~ com~ ... '!lllvf> dl!ooeuS.\IOI'Iollhll 

rnuh ol ope<•I.IOn\ .,., ltn.lnc,.l condo!oon ol f1- W•ner 

andthe/lntert..-ont (ii014JtneluGn •rnong OU'..., IIKtor\, 

en enMJ~ o1 ch .. ngft ., the DpOflllrlQ .-come ollllr buownes.\ 
~vmer"U t.olor11 dt.-ptKietKJn aoa amOt\llltion ("[81TOA"J tn 

orekl< 10 ~r\alf' ltV' el'lt><l C)fllhc! O()f"IIIIV' pf'rlnun~~~~~ ol 

IM ""'~ l'llmOO e<llen.e.wnent. cllbllt nerwcn and c.ao. 
boW>eUU r ~llocant lrnoufll\ ol lfiOOtUlatlOn ol ti'U(~ 

lt.WICt '0C09f'lled tn tno $I 4 bolllon acquot.tuon ol WCI., 111111. 

the$ 1 l tlllllnrucqut\IIIOn ol tt,.. AT C mllll()fii'J' lntr<r.\.1 ill 1992. 

I fir S? ) l)tllwJn of C abtll:! AI: qu11.11 oon" .,.. 1!111 ~ oiOd 1996 tl'l(o 



161 blllooro acqut~ d TB~ 111 1996 and OU'tet bu~s' 

com~ ~c~ed ro- by c~ purch.ne mc.hocl f """Ku1t 
81\11)'!5-L\ ~aly conttaer [ BITOA 10 bO an inl90fCaflt _.a,urc: 

d comparauve oc-rMinlg pc1101manco 101 Cho tMKIIIO'lW!~ o1 

r- Warner end IN! [r!ler1alnlnenl Group. and ........ " u-.ed In 

Cootlpatl~ 10 detiC '-'refs 01 the COIII!tll9" ol ftl .. ew I!Kpf'fl\.t'. 

1'11 mc:nUfe d liquidity. HCNI'eYef. EBITOA Sht)uld be con~l(l 

.,ed 1n addruon to. not u a ~tliiUle loo. ope< ato~ IIIC,... nrt 

IIIC()m('. Casto llowltlltl otllet IN!.Sures d llnwac&at ~·tOtmlllllf' 

and loquiCIIIy reponed 11'1 eccordatiCe wrth ge..-a"y a< c:rptrd 

KCOuMong ptoncoplei 

floi.IUACfiOIIS .lf'JlCfCIIG C:OMNeA81Lif'f Of 

el.Ulll Or OPtaAJIGIII a•o fl·.li·Cioi.L CO.OiliOII 

lf1 c orwM"< hun wllh m.an~,. ·, ~rllflVIC lrMUIIIW'' I IITW' 

Watoet ano the Enll!<lalnmc!nt Gtoup ha11e compk•trd a numbt'r 

ollr•n5.1Ctl0fls- 11110 pe~t two years .tw:h hlh<O etl~ted thor" 

competaboltty at eacll enhll'(s reS4Ms at upl'fAUOn\ and hnannal 

concfltlOn 1 o• l rmc Watne<. theW! tr ansae loon~ one 1u0c the 

TBS Tr.,YCIIOI>. 1he Cable kq~ns, the! ITOCHU/Toshobo 

lransacuon. Che Preferred Slock A-'-"c;tf19 and u•rtaon 

other dtrtll rr.f.-.c:~ aN "TW lrattUellon\ ") fOt the 

Enletteirwnonl Gtoup.INMtr-toon' onclude tho IOtmllhM 

d CI'W TWE ·A<'~~anc:~ PMtneoshlp. lht rel~nanctng 

at 1'WE"s Denll dlia ltlltl Cena.tl HMC Yk!s. tnc~'9 the wtlc! 

d 51% d JWE's n.tes11n Sir fla9s (VIe "(nlort~ 

Grcx,p TrenwciJOn§ • ltlltl. wtiOf'l tM:en 10CJMhC!< Min the rw 
Tr-sacuons. the ·rome Wenllf!f Tram.acuon§ "I Eacn olthc!"' 

tsanwclion\ ·~ mo-e fully dfscus.- el.........,e ,_..,. 

In~ IG enhante com~rllblllly. lht followtrlg cJtsc.u.,wlll 

al rnuiU ol ~MID~ forT- Wfl#nett and lhe ( !CC!<tao~ 

Group l!o 'lupplc!ofte,.ed. wtloto apprcpiMe. by pto fat me 

.. 

lu.-nc:WIIIrliO<rnatl(lf'IIN\ ~,~~~,.., c•IIKII() the- Time WaruN 

TrenMC:toun.,nrMJ lhe lrllr•taortmeM Citoup Tr11~Uor" 

re"'*t~~ 1\ If ~uc::h llan,.-ctoons hltCI occurred ·I U... 

bO<;)I"'*'V ol ">e re\pt'Cit~c periOd\ ptC"'Iol'ntod Thtl pro folf,.. 

reldll are prt!Mnled fat tnl()f'malltlnlll JlUI.>t>.,,.., only end e•c not 

necK..,.)' lndrcettve tJI the oc..-rll\"lofJ !1!\ull." lhAC WO~IJ have 

OCCurTed had tl'lr tlan.,a<ttiVo'> ar tunny occurred .tt thr bl•«;~tnnr~ 

ol thOY period,,,_ err they tl«l',_,_llfll~ 1!\doCallyC of luC~l' 

Ofle' at•nv re\uh 

lt(SUUS Of OPE.AAIIOIIS 

A~ a ro'~ Qlthr 111«; lran\ji(\IOn l m(' W~~rnnr rwow hi\ 1....0 

- buiiMU 'WI9""'"'' ""'~'to I'A!rul..t II) fotnylfiii'-'Y fl•l\llnq 

lnlete"' In t•m..o ~,.l"'!"""'"'" •n•l' " '' tPII'.r\lon 

P'09"~mlf'I(J hnld thrntx;h lWI Tome Warr1N ~Cable NctwO<Ir.\ 

SOQfl*lC prlnC" rpally cornr)t\ ol 1 B s,·, '11blr• ll!k.>\11\IOfl rwttwork \ 

IOd \pori\ opt!<IIIIOII\ I hl''\f' ilj 4'' ,., #af'l'> onr kJdl' rntf'fi.IWI­

necwork!lo 'IU(h II\ lN1. thr lOS S.upc:r\\MIOII, the Co~rtcx,r. 

NetWC)fl( and lufl~er Cla,.,tc Mo"""" nrow\ nMworl<\ ~uch e'> 

CNN. CNN tncern.lttil'lnal ¥d ( NN ll<'MIIonr Nr"""' •nd -.potts 

I<II'IChlws con~osllnlj ot the Allant.a Brown\ llncllhe AU.,.a 

H•wtts Ttme Wer,_·, I tim~ [nll•r\.,,rvnrnt !.I!IJmc.'l'll p<rnc!Pollly 

CQIJI.il.ts ol f8S"s film 8f1(J le~llt\bl ptoductiOtl M1d d"'tnbuoon 

oparMIOft!lo. tnciUdtng H- l tne. Ca\1~ Roc.ll, liM~na 81fl)efa, 

Inc and· the IOtiN!f fttm and tc:tevo~ lotor&rK'~ ol Metro 

Gcldwyn Ma~. Inc. 8nd RkO Pocture~. tnc Flo:r.•uW! lhr r~ 

o1 oparattot" oltht'w bus111e~o.~s • >d Tonoe W111nl!<·~ uble 

~iSCI'It a•o n01 cn,.,.rabll' lo II•• ptl(;t f)f'tiOd, thn 101~ 

dliCUi\101'1 Ol bU'lolnl'U ~·" OP<"illlfl9 H'\u"'l IS ptP~nll'<l 

on bOth I ht'Worocal lnd pto 101"'8 !""'" 



,. .. VI "'' 

EBtTOA enc1 OJ>N81Jn9 ~..-. lat TIIIM W•neor end tn. [ntetl .. ~ Glaup In IVK 1t'ld 1 89'> 8/e a\ fololon 

l•IOA - ~"!'5..~ --.... , ..... - ---.....-.:·· -- Rot•.,. -.cal 

...... ~---11 ........ , .. "" ·- ,.5 tiiii" "" 
, .. ---iii$ 

--~- - -----
TilfteW-. 

PI.Obleftng .. ....... ' ~3!1 i Hll l !13$ i 41~ ' 418 311 418 ' 1111 

Uusic'" ············· 744 6~ 144 6!J() 361 311 161 321 

Cllbllt N«works · l BS 547 !101 161 197 2~· :gg 

r ~ E,..,. ... ,..,. TBS 110111 411 )1 11011 1611 8 

Cal* . 476 41!1 H6 -.:1 1\ 111 '~ 1~1 

IIIU!f~ elirnetWIUM & I 111» & ~ ~- --------
l<Xal . . U.114 IZ.14l '1.tl4 '1 2Mi ' 9311 ' a42 ' 11&6 s &111 

[,..,.._...,.._.. 
f tltnl:d Eto~~ena~nmetll • Wwoo• Bro' H6 ' 4!il ~·6 ;9() ' ;>~4 \ 1!11 ' 1~~ ' I'll 

54x F~s T~ Pwt.~ r.o 19 
Broadcasung f he we Nctwt1lk (981 (661 (!.Jill 1661 1981 1661 (9111 IMI 

CIDie NetworiU • 1180 )~ lU )~0 193 llR 174 3111 214 

Ce~Me I.Sl8 I J!l~ ISM I.U~ 806 ')l eoe !101 -
Toe.. I 12U4 S1.011 U.lJ4 S l.O~l SUiiO ' ~· '1.0110 s 892 

/ll_,__.,. _____ .. , ___ c ____ ,... __ ., ... ____ ,_.,_"".a"'<ID-

rJ?""- --.. ·-·-... o~·., .• _ .. s..,'"'"--'"oi.,...IJ '"~ 

nr-lt! W81ner "--r~ ol S10 064 billton. atos~ ol 
S1!.6 ~ (S.II!t per CGn11ft0ftlha<e) befOte IIIIUVeorcW>er)' 

lOS\ on,,. ·--ol dllll ..0 • net lou ol S 1111 ,. •loon 
IS 1 04 per comtY~on......,'" 1116. compered to revon&~C!> o1 

S8 06 7 blllon. a ton ol· S l• miMoon IS 46 f* common s.twtrol 

DeiOte en e•treol'~ lou on lhe reutemcn~ ol cJebt ~ • nc!'l 

to~!to1Sl66tnAontl S7percommonSJWtettrl llfiS r­

w.,ner·, eQUIC)"' lhe prwg• lriCOIN ol the [fltOtUnnent Group 

wn 11110 rnollo11 '" 11196 Competed to S2!>6 m1lho11 on 11195 

As diW:US!>«< more lui)' betow. tne tncrn~ rn Tunc 

W61ne< ~ rnto<ocel .roe~ lou'" 1996 ptlriC..,..,. rew;tl!d from 

an rncrene"' ontefeat e•penM ret•ung to appro•~m~~tely $6 1 

btlllo11 ol Gi'bt a'!.S.U"'C!d or oncurre(l 111 Ita TBS Tr~tns.ecoon a11o1 

lh(' C I bit! AcqUI'!!IIID"\ and 8 de<" rOll'!.<! •• lflVC!""W'Ill ll'l<l\rd 

one- prwna"l)' ·~ &o to.• 90"'~ on Cl!'rt•m 8'!.'!.CI ,...-,. 

..noc" more than olfwt., ~all~t~Cru~ on t.ne ~allf\g 

onconoe o1 Tome wwner·s bu~s MoQments ano ~neruW!d 

•ncome from ~~~ lltqtM)' In IJ, ,..,eta .. onca<nr. olthe £nt..,rtaenmellt 

Glaup The onerea~ ill Time W81rer' 11196 htYoroc411 ~ IQ<,\ 

pe< common !lhele _,I~ .,ecled b' a UOS """""' 

,. 

tnCreaw In preferred dhlldend requuern.>nts rotallng to tho 

Pfelerred _.ock '"'ued 11'1 connecliOn -h t.oC! Preft'fred Stock 

R~tng 11M! Ca~ Acqut~\ lln(J lm ITOCHU/loshba 

Trenwct1011. olf\et 111 p.111 by,,. dolucrve ~feet from ·~\utfl9 

17 3 ~ ''11111011 share\ of common '!!lock 111 ~onnectiOI'I .,.,,th the 

TS!o franucuon 

TinW: Wer~~~:r's 111\tattell re~h ol operatiOn\ IIIC!ude tn. 
ope-at~'~' ol each acqutrC'd bus-. 55 lro"' thO rrspc!CIIv~ 

Ckl\11'19 ~te ol•ech transacoon On 11 pro l01ma ba'\1\. govong 

onect to the Teme Warne• Tran'-'C!Ion., ,., 11 eacn ol'>ucfl 

tlan~toon~ n.ao Ol'Cuffed M t~ M91fVW19 o1 1995 Tt'""" 

W.,fllf would have repotted ''" the ye.,s eno11'a trccrmber l I 

1n6 and lllll~ '"'19C'<Iovl"'y •even~'\ 0< $11 .199 t>•lhon an•J 

Ill I~· oolhon l f!l T ll" ,,1 '7 184 Dolhllll .1nd J1 147 n~ht'Jil 

ope;"allng ttiContr",., StiJ9 moiiiQt'lltn(J '942 mdloon r(lu~ty on ltv• 

pt:llll• one~ oltnr. [ntetUtlntn4!t'l Group ol U90 mtlfKK'I :t~~tJ 

1286 mllloon. It IO'\'\ bc'fo•e CII!IOt<ltnory 11em ol S2U mtlloOn 

e~>d U lJ moW.on (S l O!o and S Ill por coototnOI'I '!.hllre) lll't<J a 

M'IIOn ol U 19 rn.IIIQt'l and S2 I!> molllon tS 1 11 •nd S1 04 per 

COI'IMOU 'hetrl 



TI'H! 1!tllfl lnd HMI~ COIIl~ICII Ol pi'O form4 ~~!o Ill! 

~rmolarly 1neet~ by elrJ ~lyWIV hi!Uo"c: .. trends 1~1 ••I! 
unrelatt'CS to the lr~~ns..c:t~ans g.-. pto lonna elr«t to the-•~ 

such as lowC!I QW>S on cena., UYC ules dtscuon~ <~DOve 

The ~nc:renoe! po lonna oo.er tllstorlt .. nM lou lnr each 

pcnoots prnclpelly tile reWt ol hlrjjhOr 8mort11atlbn and IIICetfl\t 

e•pc:nse n~lated wrth the TBS Trans..c:hon and the Cablr 

AcqUisrtoOnl lt\4. Hlll6 pro lorma reMI!t\ tre lurthOt alloctl!d 

by d.- \agnrloC- ptl!·f'Mf'91!f opl!ftltng IMMS lnCUtleG by 

TBS . ., lolnM'('I ...... ~.,. CompiNM IS. COrfteqUI!rtCI'"' 

dtc;appoonu!lg resiAS from world!Mdo thoatrkal roleaSC!~ 

TI'H! Entertattvnrnt Group haCI rhl!llUI!5 o/110 861 btlltort 

and !lei rncaml' ol SZZO mlloOn rn 111116. c:om~rr<lto re11enU('~ 

ol 19 &211 b•loon. oncom ol 1110 milton befoo can utreoraorll'•y 

lo'><. on u .. rrllfl'ment ol ~~ and rwt 1nromr o1 1146 moiiiOfr rn 

1 H!. On ol 11'0 lor"'' .. SIS. 9--o olrect tO· tile f. nlo<t81fl1N'nl 

Group Tran~tiOOS n II each ol \UC:tlll.,.~toOns Nld 

occurred ot the tleglnnlnCJ or 15111!.. IN! [ 'ltetlltnmcnc C.rO\Ip 

would ha. 1•C!PQrted 101 t~ year eNieCI Oecember ll, 111~~ . 

r«rvl:nUI•\ (1118 ... boMioon. [8110A olll 072 billiOn, ope<'lllll<jj 

lll(.ome ol liU ~. Income bc!fntt exttaotdiNty IIOtn of 

1203 molloon and ,. - o1 I 171 mtiii!On No pro 101 me 

flnandalworlftMian ... beef\ pr....ncod for !he Ent ... I.A.,....nl 

Groop 101 til(' .,.., ended Oc!cembc!f l1. 1!111& becauc.e an ol 

such trans.< loOns .. elntady rcllc:ctod. In all materiel ret poet~. 

on the htMoncal financia4 stalemoont!> olthe £ ncorteonmonl Croup 

As dl'lo£UUed _.,fUlly beiCNI. I"<' fnle<laanml!ftt Cf014> !> 

hi~OI'IC ill net InC- •es hlgl'lef 1rt 1 '116 U Comp¥e<ltO pro 

forme re~oAs'" lettS dot• to •-~~~ rncreaso., opetM~rtg 

tn¢ome generewo by u ~!.lneu M~ts. lf'll.e<est s.a•t~ng\ 

due to~ tlcMiung .,_,.,._ retu 8l>d the eOMIOCe ol a Slc 

molloon eatr10r~ lou on the retrrort~enl o1 dobt re<:Oijlnoll!d on 

199!.. oil!>"! In pel'! CIJ a dec reaM in ln~~estmenl·relatna tncoml! 

lfld an rOCrUM ., ,__.J IOteti!'SI lll!peorlwt r~latl'd to IN' 

TW£ ·Adv.en(.e/........._ p.,,,_~ On • "'~"'" a1 oa~~ 

'louch ul"'detlyt"9 OJ)ef8&in9 trel'd'\ -re entiAncea b1 f111n<11Dir 

c ompart!>Ons as 1996 more fully OC!ne!ftted from the tnt e re<; I 

~avtng$ on lo<M!f •~~~·•~ dctlt le~ls rl!laled to man~~gcmcnt ~ 

011<)0~ debt reoucuon program 

ftoe relatKI~Illp ~~et·.eer~ oncomo boiOfe oncotne! uu~s 

•nc» rncOfiiClt.t• upenw o~ T- w ... ,..,IS ptrnc~MJ atiKttld 

by the amorUllltoon ol ~ a~Vl CortM'I ochef rtne~·•• 

f .rpoM'- locon•c IJta e•s--,., limo Wauw..r inoctudf>' all 

onc.orneteao~ roleted to 11.\ ~ble Y.are ol v ... lner~'-4> 

rncome and liS eQIMiy 1t1 uw lfi(OfN! ta• ea,wn~ of (or pot ;,tr 
subsldtarln ol the [nlertM'-" Group 

flU( Wae•a: e 

P-*l~lfttl AtlYentJC'S oncreeWld to S4 11 7 btlllon. compared 

tnU 7llbtlkonlfl191t5- E8tlDA~roa•eatoS5-3Smrlloon 

rom S47& mrlltnl1 Oepreoc:~auon end amorCIIatlort emoun1oa to 

1117 m-.on., 1'11116 eM Sll!l "'•Ilion ~t~11115- ~~~.,9 lnr:OI!'C. 

rncroastCIIO $418 ....-on ltOfll Ul 1 mtiiiOil Reven\10~ OC!ror.folt-d 

from acro!>~· IIW' board mere•~' trt magaz~ne ctrcuoulton. adwr.r 

l<\11'9 an.a book rey~ All mapr magftltnc br~n.d\ achoev<"<l 

mvrtn~ ljJIIn-.. rnclud1"9 Pf109/lt1, f r>INflflnment IIN&'tllly •t~IO 

'ipo~n lfltl\11/lll'fl UlC' IIIUif ol whll:h ,,..,. .. ,,,,.dIn pllrt lrnm 

Olympoc\·•riDtf'd rower~• ftor ..c rraSI! on DO<* reve-nues •a,. 

k-d by the direct markeung ~~ EBITOA end operatong 

tncomo tncrr.o!>eO PllllCIPA•J 1\ a rr'>ull nlti'H! re11~nue C)lltn\ 

.....,.._ AINanutt~ doc•••~ to U 1149 billion, co'ftpar•d to 

S4 1H b'llon rt 19IIS EBITOA lnCrea\l!d ln UU nul10n from 

S6t0 "'111011 u rp-eciMIOI\.,., .,.,uzaliot•, •nr:Wtng •morun 
ti(Vo re&et.c!ID the porchMe 01 WCI. amDuiWeG to Ull mrlltQn on 

1ltll6 and U69 milliOn .n 1WS OperatlnCJ rncome lnctn~cd to 

Slfll m~t100 froo> U21 m.-an Opere1on9 ro\ull:, f01 11111!. 

in~:luodc!O an S8!> mtMton c'-• r.,._.ing to CIJ"taon \llll'l up bu.,, 

~set eM pn! vl!l'llwH owned by the t.llu\to: di¥1'\IOn 1llrllocll 

-•e IUI.I'UChiC<2 Of c.loYd W.h r~rd to 1996. Ck \p.te 
,_,,..,...g oU loedlnq ~ 11\a!'kat ~·o tow•r 1l'IC.J. thor 

t.llu\IC drv"IOn·~ Gomi!YIC leotOideod rntJ'I.IC ope< IIUOQ tto!U!ItS 

-r• negM~v••y alfoc1od oy IN ondustry wtde 101\fll!'~ on the 

ovatl!ll)llndc<l U S ret.a~ r.wlletploace. which hn •o\u~e<:lon ·1 

n~~nber ol mur,oc retell stOI• CIOS1f19~ lllr>d higher rot urn!> ol 

mu~ ptodu<t The dec..,. on rewenors prrn<:Jpall1 r~11ed to 

l•ltt>e effe<U from lfte cuo•- U !t r~~tad envoronltll!f'IOI lrlCII.Jdlnq 

an 1ncrea~ on lhfo ~1( dlwt\oCllfl s provo.,1011 tor •<'II""' 
(Ill o d4!clrne on tnwrnatronal •«ordP.d rr J~l< ~Illes Mid loll) !he 

•lD\0~• ol •cv;>nuelo lrom c..,..,. r.t.1r1 up L "'!>'nft'\tl~ wh£h 

are no l~r D4:rng opr111ICI by lfte t.IIU'>IC diVIloiO'I fnc 1ncrra\tl 

tn [ ltiTO,l 1nd noer111tng ncornc pronop111y •l!sufted lrom !he 

lbwnc:o olio<.~'!. /rom <I'Uon "811 up bu'\11·~ ~\c1o •nd pnt 
"rntuo~n trw 1bwnctt ol tN 51!1 ,..,.,, f l'l.,98 tec~mlrd ., 

1 elt!. end !I'M! •oclu'\oon o1 c.e<teon ontH!fue ':1'""· on.. hrcl•ll? ~· M 



Otl CN' 'WIIr oltr>'fW1&..-s. ofiMC II' patt bJ the IJDCIMlt' In lite 

oOWOrtdW>Oe •rc01dtd mu~ bu5me!~~. 11 rcl•t~d oncot'a-.c 1n I he 

MuS&<: dtvt'.ooe>' '!> pro.MIOn lor bad debfo, ar>a lnwr.r oro,ul!~ 

loom d1t0Ct rnar11~ IICUWitlO!. Man698"'ent u•pcct~ that 

the cunl!nl stat tool tnr U S ret111 en.nronnwm ,..,u conunuc 

tO alfKI 19!17 Op<-<IUI'Wil t"'-*i 

Cable lll•t•-• • fBS Ceblc Networks teo,ults rrflrct IIIC' 

ecqUIS•iOn ol TB~ eft«: ..... 11'1 Ort~r 18'.16 ar.l lflCiurtr• 

•trYer ... \ al '6110 fllllllon. ( 8JlOA or S 162 tnllbon di-J)ri'CI•"•nn 

~~~ amorlllati{J(l ol Jill rt~Aon ana opc!fllttng •ncomt' or i'l'l 

mtthoo Such opetaono; •t-wit!> art' no1 compatllbk' 10 tt>r punr 

~at and. accorG~ft9t7 .,e di!.Cu!tt.ea an a pro forma b,..,,., 

Oro 1 pro lor me ~'loiS rrvenul'!. •ocraaMGio Si' '11 b•lroon 
<OfnJ*edto 11106 billion en ltt!> E8110A IN:ru~.-a tn 

SS<I 1 milliOn from '!1021ft41ooro OeprcocwtUon and llt•U>'hrottocKI. 

lr>Ciudonq 1111100u1ac-••I~ CO I he putCha!.O of TO~ 

amnuntl'd 10 Sl~O rn~ tn 1996 a~ 121!! mlliiOf• tn 19!1!> 

(}petat1f19 tfK()mC lnC•ateCilO UfU mtlloonfrom 1261 molltOO 

At'llt,_ De• "'"*' I!'Oift lnCreaMl In advClf1"1ng and 

!>ub<sco.pcians ~ ,..,._, ~ntraat.eG due: to a '"01'9 

DYer all ~Ynv _._fur TNT and, tile TBS Supe<!.tMIOfl. 

tne <.oNJnUed ••~ ol CNN lnCI!fnaclonel. end ioc:•u.,l!'d 

veewer""' 10' U1r,.... ~s dunng thl' 1996 U S polltoul 

con11-1001s enG ~1611 c.,...,..gn Sub~enpeoon o...,~, 

tncreased n • r-.11 ol highel rate\ , es well IS an encol'aY., 

bnfh cable and._.........._, "~os. PflmllllfJ' at TNT. the 

Cartoon lloleo~wOtll. CNN ...S CNN II'At't MttQiiltl E 81TOA and 

operat..ng "Kame n:....O p~ncapany n "resu11 ot ,,.. 
revenue 9M'S. olfMC 1ft~ by hlghrr .,potts and Cnll'lta.., 

mont Pf09'ammotl9 COILS .W.S l&att ·UP("~\ Inc lh'M' nrw 

fK"t..U .. ~. lflCiudlng ClliN~o 

r11- lrM•••-•· t•s fllmnd [nlct111Hlf'I\Cnt •c:~u•h 

rcnccc the ecqu~tOI'I ot TBS ePft'CIIYf' on October 19!16 •l''<l 

ooclude oe..-enue\ of S4SS mllteon EB110A o1 S3l n11lhon d~'ll'"' 

CU!IIOC\ and amotttzet.an ol 124 flltlloon 1111d opeoal1f1911'1r.on1C! of 

S8 molhon ~uth opot-.ng r~s arc not compllt/IDAc to IIW' 

prooo year atld. accorG~ft9t7 . .,. Olk~~ on a pro forma ba1.1~ 

On a PfO fot~t~e beM. ·~s •nc•e•~ to S 1 458 brlloon 

Competed to Sl 3!11 ~llllH~ EBITOA cl«reesed ftnm 

i •& mlllonn .n 199!J to a lou ol SlOB mtiii(Jt'lln 1996 Ot>ptt!""tatoon 

at'!d llrm.wtouuon.lncludlnQ amoft!IMIOI'I tolatl'd to t.t>r p.#Chll~ 

I'' BS, 1mounted le> S94 million 1n 1996 end' 1t0 mtiiiCKo on 

199!> ~&tong Iones 1nctee-.ed to S202 ~rrom 161 
miiiiOfl Aelll.'r>UC~ benefited lromoncrcuc\ In worlcl..tdc 

thCatncal llnlf ~ vwsoo oo..-~ Worll;lwido theacrocaJ 

rt'Yt'r>ues benefited loom an lncoeeM>In tht' numbe< ol theacr;c:al 

oefoea'e' Home Ytdeo tOYC!ftUils tncrca\4!<! pttmaolly auo to en 

enc•ea~.G tn wles ol ~lltocal aoo ext\tong IICI.,y ptoduct 

o.r'P"c wch thenue lnOI'IIV-.. f 8tiOA 11nd oper.c•ng mcnmr. 

dl-crea~ pr•nctpally a-. a oe\ult ol dt-.jtppo;nung re\UIIs lor 

Hee!Mtocal oolea'l!1 .. lll'ltCh '~''Uited •n IIPPW•Iflllltely S200 ''"''"" 
~ ..,lle-olfs 11 Nrw l.,... lnd Cli'>IIC ~oc:ll dUt..g the none 

fll()fllh. pte ml'fgco pl"flnr:l 

Calllll lhe 1V9fi Cel)k> opro~llmJ rc .. ult' lflCtt:D~ed n a resufl 

of tht' C. VI Acqul..,lttnn rtlKttYe A'> ol Janu•"' '· 111116. and t~ 

luM ~.,effect l•nm tl>rl acqut\ttlon~ of KBLCOt.A affecuye u of 

July 6. 1 It~ end Sum1111f effKtove as ol Mey 2. 1 99~ Ae,..nur 

ltiCtea .. ed to aeoe million, compared Ill '1 11 '""!On in l$9~ 

(81TOA lnctelsed to 14 76 m~lw>o r·• '" UO mt111001 Oeprc>naoon 

and amort11ation amournC'<1tn '401 tnllll()fl 1n 11196 8«1 

U~ onilloort 1n 1 119~ 0pet IMing enc l"fJJe tncreul!'d to S 7!> tndhon 

IoOft! a lou al U " •lootl. 

On • po fur- bells. lime War,_·~ Ce.ble ()!YiSIOn 

1\oJd 1 !HIS te-s of IU I mrlhon. f_fJif OA 01 S•H "'1tlhor.. 

oeprecleuon ar>a amNtilM_, ol Ull6 mWMon end ~eoog 

Inc- ol S29 mtlhot'! In Compati!loOI' to 1t!l~ poo lotma results. 

1"r. oevenue~ t!GI"!!flted ftom aniN<ease"' bUIC c~ 

~tibet~. tfKIIIaM<Stn <~le.l Cab~< rate~ as. petmllted 

unoer Ttmc> w rr>er Ca~·, ·s.ocsel contoact" '"""h the ft'dcral 

CommONCat~t-.ns Comm"WII'I (the ·r cr., and •n IOCIIIIII\0 '" 

11111 P"' ...,._ ~ advll<ll!otng ,.,.,...,.., I lltTOA ar>CI optoraunq 

Income 1rw:re11...CS pnnc1pelly •~ a rnuet. ol rr11enuc Cjj81'1S, olfwt 

"'pet\, wllh re.,pcrc to ~aung lfl(()fM only by highef dtlptl' 

ctahn,. and arn011tlllhf)f1 ••••"'9 to '"'""' .. c-<1 r al)olal'l.pttndtng 

,., .. , •• , and Otl•••. lllet lntc•n111 and 0111.r.r, ll('t. or>t tl:'lt'ord to 

Sill• b•ltflf'ltn 111H.comparl'dtuS81r•.,,....,.,, 19Y~ lntl'fe\1 

e•Pt'f"l\1! •nc•ruoo to SliM moa.on. compe•ed tn 11111 mol•oo 

HIP. tne~nf! 1n ente<C!\1 eapense wu pt~nctplllly aoo to tt>r 

anompciOI'I 01 encunence olepproamatl'ly S6 1 b•ll•on c>l debt 

.n IM Cable Acq&MS'CICms •nd 11"141 IBS Toan...ctlt'lll nrhet In pa, 

'DJ tho tav01atllr. altoct from feme Wao~ ·,_ te()rmplton ol the 

11 7!>% COilWe<Uble Debenture, end !hr. redu~ltnll on drbl 



a\Wlf 1atf'd w•n IIW Proft~rred Stat II Retlt~nnuq (Ill"'' •·•~"""· 

IWIC. lit( ••'A\1><1111 11~ ........._, tn 111111 lrr>m •n "'""•""lllla•nount 

111 1 9'1~. punr~lly bee~ oil docrea!>e 1n •n~~nt rc~ll'd 

lllCOMC rc\ull.ong from ~ ge.M on C8fllllt1 1'\CI UIM.. 

•ncrca~cd lone~ lrOfl'l redUC110"t In Cht- cart}'l'l9 ""'UC' ol Cl'<\1111'1 

·~stmC!nt~ III1CI *' lnCfNM 11'1 dnndend requ.remc-nl\ on 

pr~CHI.'d Se<:uraleS ol ~leS ISSUC'<I tn 199!. 1n COOOC!CIIrul 

"""llll'le rc~puon ol 0. I 1S'ill. Conv11ttibk> [)cobtorllu•c~ 

,,._.,. [nt•••-•-•- lro•. AllnH!AU01. orl('r4'<J~ed '' 
IS6•1DIIIIort lont~edtoU0111bl*"m•nlllll\ tlllliU. 

tOCtUYd tn HU; ltlllllol'l from I•!Kl rnelho•• l»pr@( 1111ton .and 

•lftOit•tal..,... tnC~ -wauon relatrd In 11\r pUtc ,.,..,,. o1 

WCI, 4mountr.o to 1212 million In ttt& arod S1l7 m111Mit111'1 '9!1~ 

Operatt"'jii'W:-n:reo~Md to 12!14......., flam IHl nltlhon 

Revenu:!\ beneflleG lrom ..:•ea~ In 'IIIIOIIIidwi(J(> h<lf'nl• 111<~0 

l~S~ dlslfiDUUon aftd ClQn....,_ producl\ Op.!'Ah(..-h n/IVI 

II\ pet1 by !Ower tnlor~ ClleaUttal tOirftnue!\ [8iTOA nd 

opefltllf'C; InC-benel'cecl prone.,.-, lram IN! re~nuc 

«;;;llf\S 011~ 1ft .... pert. _, r•\fl«110 os»JIIIIlO IIV (lftlr 

oNy. D)' hlgtwf dep.riMOn 1110 a"''f''IIMIOft prtnC~p~~ly 

r~ to 1/le 1 ns - opeNI'Ig C'l an n.,na&IOI'ial 

,,_~Ill Ger~ny 

"• '141• T..._ fiMta• As are~ ol TW£ ·~ ukt ol !.1"'- ol1t1. 

onceres.t in !.11 f.lheaporaung lf'\UIU.aiSII f'-g" t..ve 

been ~nsolldated eftectl\'e a~ ol June 11. 1911~ And lW£ 's 

r~ 411%11'11~ tn S.a flag\ •~ accountediOI unoetttw! 

cqUICy ,_hoG ol ICCounllf'V 

&o.dca••lnt . Tlw •• .... ..,. Tt-tr we ~l!tWOt:k •ccOf'~d 
11-1'1 OJI«IIti"Q IM5 01 'NIIIIIIIon ()t't $87 otnllllon ()I ft'Yt'I"'LJI!'> 111 

11196. compNe<S loan Clpi!<IICII>()Ioo" ol\66 ....._,on Ul 

moll11011 ol rovcout5 on 199!) I hit oncrea\t" on rt"vt'nLII!" """ 

operaung lo9W's prwnarlly res.ulk!d lrom II'W! rapanWln o1 thr! 

W8 NctWOtll '\ pr-.me pr()Gfemtml\9 "lv>l.luic (I'IOw at IIWH 

A'9f'UI •"" lM ··~ ol ICI(fs WSt the not work ' IIO.mAIG<I 

P'09'atnm~ llftl'Up on S...aay mOf'I'II"'J' antt _.II(Je'f' 

In .c2Cirl101). operetjlljjlloU<!' l01 11111~ .,,,.t' lftlllljjalC!«' ·by 1 

•••orablle leg .. Wtlflement Due co tile IUI'!-14) nature Ollln 

t~a•11011al btoedcasl opiii'ICJon. lo•vs ere e•pectl!d to COitllftUC 

Cellle lfel-h . 1110 ~•·vo•r>ur~ ttl(trei.C!d to S l 161 bollonr'l. 

r.ompere>d to l 1 601 boll11011 on 1')9~ EOIJOA •ncrN\cd to 

Sl!IO m•IIOI'I lrom S?'fl mdhon OeprC('I,1110ft rw1tllftOttll.ttiOfl 

ai'TIOWltl'd to S ;> 'l mtl'-ln "' 1996 ai"ld S 19 nulltnt• en 1 9!1~ 

0pe4at•og ttl(omc ooctt'Ul'O to U28 mtlhon lrOft'l Sl14 meiiKln 

Revcnurs brnelltt"'d pnma•tly hom a ~tgnohtll,. 1nrrr""" 11'1 

wbw;np\101"1\ to 11 4 moll1011hom 19 1 m1111on All tv> end ol 

199S EBHOA ana npr<oMrn~ nl<om• tmp<(~ prtnroplllly 

ac, 1 re"ul olthr! tl'vl'nur ljA4"' 

C•llle ...... -." "" fl'll\1 '''"'I •.. , hllhftrl ( flmJOAU><f '" 

llll'oU bllouu •• I \Ill~ I UllOA tnc 'l'il-....<1to $1 ~lll l)lil«ou from 

S I :n!> Wloon Ocp!r<tttoon and am0lhlii411Yl. 11\Ckldnu;t 

llt'OI'tii.CIOfl '"IAir.d to IN" pur< It""' ul WCI arid tt>@ IKQIII'.Ihon 

C'l che AJC rNnOtlly r~trrr .. l amov•t•' 1 to ~9 \0 mllllnn 1n 19116 

and S lll rnoloon 11"1 199~ ~ai.IN,I ""'"m" lltncoa<o«~to S606 

milliOn lrom S!IO/ onti!K>'• fhr! 1 illll I abil' "'"''4Ung "'""'" 
_.,...Mel a\ 11 11!\ull o/IM lull .,...,, rlrr<l Ito"' the tnunauon 

C'l tiW TWE -AdY411'1Cof~C'~.,,. P.artnc'tVtiJl rfiN ttw!J I" 111 

Ap•t. tel~. and l.he fltn\Oiodeltnn '"' PArtft4,1Cort {.ummutlif 111MJO\ 

,.,lett""' •~ ol July 6 Hill'> 

Or! a pro ltV~ ba\1\. the! { t\lco<Ualnmt"nt GI'Go.lp'\ C•b .. 

dlvls.on had 1W!I t4'-..:nur~ C'l U ]11 'I'HIIoon ri!II()A ol 

Jt U!l bMion, deprec .. oon and amo•hlllh(Jtt ol $10'2 mllh()t't 

11\d aperallriQ ti'IConw ol UH m-.n.• In c:omp¥t'IOI'IIo 1119~ 

PfO IOf'"'a ret.ull ~- 1 W6 '""'4''1Ur' bt'~l•trCS I rom an 109'"9ftlo 

~nCrra\e 11'1 be\K' c•ble and Pnml''\C.• u·latc"<l, d"<'<l lltOI(kflst 

.,.lellll.e :.ub\CIII)o.,\ lncrea\of''>ln tl'gulaled c.11>lr •1111'\ 8'\ 

pe4maU!!'I unGe1 Tome W.-.roeo C:t~blt' '!.-~!AI COI\II&el" -1'1 ttw! 

fCC and one •ea'W'\ 10 ~ pel' - end al1vr•t•utg tt!\ICIIUC'I 

[81TDA aNJoporaunq ~OIM II"'C'<'4\rO pnnnpauy 1\1 rcwtt 

o1 rt'Ye~ g.in'>. oil we'" per1 wlh "''14"'' 110 opMaltr>Q 

trtCOI'ftl> nnly by f119her Ck'pl«llltiOn &roO lln•u•lll411;Jt11NIItw; 

10 lflCII'II"t"'d f 111)0141 .,.,...ndll'9 

tnl.,••• • ..., Olheo N•l '"'~""'•I MIO olll<'t. "''' 01'< rr.a\rd to 

S~1• m .. IOI"'IIl 111116. C:on'lplf((! lo $!119 rr rlonn '" 1119~ lntc•co\t 

aapon\11 doc:r .. ~ to SHI moltOn. c:om••a•f'll to SHII mnt.on to 

1tll!.. prlnflp .. y u a ttwll. ollntl'fl'~C \4.,1f'9\ on lnwt"' •-&(j~Q 

de .. ~ .. c>l~ rela~ to m~meot \ IIebi •Cid..ctK)n ptOQIAm and 

.,_, \hort Jcorm, ,.,11\9 , .. ,., 01 ••toce~t p.od on l.><l'l<l"M"'iJ' 

tH101!1 1Wf "lr.~• 11r'td .,.,""'V ll••* ,.,,,..,,. "'.1'""'"""11' 



Tr-e was otnor o•panM. nee.. ol su~ mlllcwl1111~6. compated 

to ocher tneome. net. ol 140 mlliofllfl 111115. ~~ due Ul 

"" overal decreaose .,, '""elillnene·reti!Led ncome T~ Ckl(r«-a!.'! 

in lnvc-.ti'I'IOftt.tel~ inCOfN r~f'(l from a •CCIU<:Iion on 

1111cres.t •nc:omr 8nCI..,_. ~ 9a-\'5o on the! sa~ ot cn11a•n 

uncluStl!l'ed cab~~~-~ 8nCI othe< tnve!otme•·u Ttw! tl'ducUon 

on ontornl .ncome rei.._, U) U.. aver"91' ca,. DaYncr• .tJ\0 

lo-r average prncl~ ......._ CII.-I.IIOef tl'll'l nee• tNeov.tble 

lrom US WEST that *I'> fully col«tt!d dui'IIW,I 1996 

, ... "'· , ... 
EBilOA end "P41"8U!Vjl onconte lOt Tmu Warfi(Jt 8nC1 !N! 

EnU!fU.,.,etW Group 111 11195 ana tH4 lit as lottow'!o 

Tome Ill_, ... : 

Pubi!.!Wiq 

Mu~·· 

[na-n.---..._., 
f~mcd[,..~f'l· 

Wat nrr 8l'o\ _. • . 

Sti Fia;i l'- PM .. 
8I!»GCUI1nq • 

The WB Netwcw'k • , 

C IIOtc Ne!'IIOIOI'k:!o • H80 

CM!Ic 
Tot.ll 

' 416 ' 4)0 ' lll 

690 710 )21 

10 lSI ----- ----
".lM 'l,lto s H7 

s •10 s no ' 1~3 

60 IU 19 

1661 1661 
}9) 2~1 214 

1 175 11811 ~~ 

S20U s 1 811 s 912 

' 
$ 

' 

s 

111-..., ,_.,. ... til N.J......,.,._"' '"' _ _, Hl c,_ 

---,-.--r.,·~--~~-· , ... wtlll«l Dl (;~ 

Ill 0.: _ _,_._(1/ __ "' I Sl'll ,__<ttS.I .... 

-·-·-~l'J I~ 

.341 

)66 

71l 

1111 

~6 

1)J 

340 

·~l 

•• 

Hmo Warrw1< 1\ed , • .,.,,...,, nl S8 061 blllooo. a lm.~ ul 

S 12• '"llhon (S •• ptr comrnoon '>l>art'l t>ciOt~ an e•t••o•dllllty 

loo\S on IN! re!lrl'mc:-rll of drbt ~nd a l"'f'IIO!>\ ol f.l66 m1b10n 

IS ~ 1 r • common \h.trrl ,, 1 "9~ c omparod to •ov.,f'<lr\ ol 

S 1 396 billion eoa •l nello\., or S91 m~Uoon IS 21 prr common 

share len 11194 1-e Wati'N!< '~ r-tlUIIJ 1n the prata• tncorne ol 

theE ncartarnmant (.lnup .... ., SJ~& m~P•011cn HlfJ!J , r ornpart-.1 

In f.116 m11110n "' 1 ~!lc 

f~ lnC!Cft'IC 10 flml' War,...r·\ ""I fn\\ In 1\19!> Wll~ 

pr1n<;1pa11y te&Mt!d to a S~l m•~oot. crttaoulono~ry 10!>'> on 1t1t1 

mttrt>ttWnt Ol (Jet)( I) 1 1 ~ ( omrnnn '>hilt I' I arKI Sll~ mlltiCJO tn 

ptetaa ln\\e\ tUz...,...,, -'U!• lalf'\ erwJ I 11 PI'' common 

v-rl lfllaled IO ((lltallft bu\OOD\\<1'> •nd JOinl "'"'ll!UII' .......... 110!11 

by the ... u~ dlyl'iooon """'"Ch -e rc .. tructurod n< c IO~cd A~ 

di!ICU'~CI <ftOfl! fully be4ow thr IIIICII'nl' In Tome Wa<<W< \ 

'*lou., 11111! ''""'wen loo\~'io ... , ptn'lt •palty mtllt,jaled by 

110 o-alllnc:roat.e.,. the luodMtle....,l CJPI!frlllng 1ncoma ~ 

t1f1M Wernor \ bu,_,, ~'"~''•' 8r>CIInerea ,.,., nc:on"' rrom 

It\ ~y ton thcr prutaaltll(- ~ thr lnlartau.-nc Group, 

on' set in pat1 C>y a OKreue In .... wesamonl •olttri1111(0111C and 
h•qtw>• 1011"11'\1 t'lpanWI on appro•..,..•t•ly S 1 l billion d <Je!)( 

enumod 1n ITWI ICqul!oiiiDf'lt. al S~mot ani'J KlllCOM H~ 

ln('ti!A\ot! tn Tme Warl!lef'\ net lo\s PI'' fommon '>NI•I! In 111'1'> 

ei\O ralllh>d tu 1 ll" ~ ww rea \or 1n """""'ffl d•"•d••od 

roqutre_l.l, a" a te!>Ul ~IN prclerre(J M«ll IU~ 111 

connectiOn Mth tl'lt .tC~i oA S.umtnlt aM KBlCOM 

and'"" rrOCHUITo~ba TreM«uon 
The- Entt>nl- Gtoup halt,.,.,.,,.,, of Sll 6?9 billion 

tnetlm(' of S 1 JO 11111t.w1 tMifore 11'1 c•t•acltdtn•ry 10~\ on tfl~ 

lf!IIICifiCOI of de!bl lnd nrt ntewtW ol '146 mtiiiOII m I !i19!,, 

com~aroM 10 re~etiUI\ d Sl '!109 b.Mooll 3nd uo•t ln<;Otnl' of 

I 136 m~r.ou In 11111• A\ Cl!oCU\M'd m01o lully bellow. lhr 

Enterterrwnt'fll Group~ opii'MinCjJ ••~' 1n 1!illl~ rf!llottlln 

ower ell lft("frll\e 1n ope<lll'"9 ~neoml' QO,.,.MIKI by., b~11111!\\ 
tog~,.., {lf'Ciudlnt;l lhO <Otlll~oon Dy the TWE 

ACI"InceiNowhCIUM: P&•tneO~) and Ill ln(:lrl~ 11> """l'',IITM'rll 

IOialld Lnt:Oif\1 10\UIIIniJIIOm Q- on till Ule ol Cltllaon 

untlu,.lereod C IOie !tJ'''"'' .,.., Otl'let >n¥t!\ltnrnl\. nil owl on part 

b~ mlnOI'IIy lll{I!IOOW ··~ IMalf'<llo Ito. C O"!tollrlllllnfl ~ IIW 
nper•tlnt;l II \UII\ nltlw fW[ AdY8hColiloco .. t>toU\f! J' •tlllCI'\ftjl) 

,.lf~tlvr. ., of April I, 199~ 



Publi•l'olng Revc11ue~ oncru~ 10 U 12 2 Oliltarl. compe•l'O 

W Sl •H Olli10111ll ltli4 £ HITOA . .ncraa\eel to S416 ..... 101> 

front UJO moiiiOn Ofl!ptec:,.._. 1"11 8mO'tlllllnn 8mOUIII~ to 

~~'> mtllo11 ,, 1911~ linG S83 molloofttn 1111• Oporntlfl9 W>COI"'te 

tnc.reac;.cd 10 $)81 m.lloon from n•1 mtlbon R~ .. f!nue!> befM'fllr<l 

lromtncr~a<,e!o.,.. rn•lllle cwcuiiOoll, ~~~~ 8f'd booll 

·~~ conu~ to crw ·~ 11'11" -• lnCtMM' 
achiC!IIot'd t>y P~. Spotts HluWMfld. Fottune end bnok 

publr~her Oxrnoor ••ouw EBITO~ lnd opat'IIIIIQ lnco;ne 

rncrc111~ II\ atUull ol U'C r~ ..,~. oii'Mt irl ~~ Dy 

~rqntlrc~ty nogher posut 8f'd ~ cOles as a ,.._,. ol 

poce lllCrease!> 

M ... lc W("YL>nue' tMr~eMd to U ltl btlllnrt. f""'JIII'ed lrl 

13 986 brlloon 111 l 194 (BIT OA. dncr4'aMG to 1610 rnAOn from 

$7l0 m~)I(JI'I llepK&M'<WI ena ~11111()1'1. tnelllcling amOt\lla• 

uoo rr-lot~ to the pUIChaM of WCI, amou,.N 10 U69 mt1110n 1t1 

1 99!. ~~ond U$4111111ron lf't 1vt• OporetH>g trW.CIIM dllerea!olelto 

S311 mllltonlrDI" ll66~ O~tM.~~~Qr-'la-·I~Mif 

altcctnd by US mlloOn.., lo\.es rocatdecl ir11tM lhM reiati'Cj 

w ccruurt bu~s- .lind joenl11anturn .o.wnecl b)' the Mu!>IC 

d1111~ WhoCh ~~!~eta ~01 Clotoed. ~&lor ltlitliS 

were neg111Nely affected Dy =~ rec:t.asllftceuon!lo re«M1119 

10 third Plfly. pte$~.,., dl!;trlbu(I(JI'II"ai!IQMIGiili ena 

cna1191'~ '"the Muwc ~·s -~P tnleres.u 111 cart ... 

!ftwe<,tme111 '\ IM'>CI \ubWclletlei lfllll resUlted ., Chilll\9ltl. lrDI" tl'o# 

( on~oloOMIOf'IIO the~ mMhod ol ICCCIUI'i~ hclllcling IN' 

f'lfto("l\ lr()tYI such racleaWic.uortl ano <"hA"QQ'i ••-' frof!l 

It"' rur>G.,.,..rtCII bu~t encroneo by eppto•~~n~~coty I'K. 

ptHte •pally 8\ a 10~ Ol n;rM.., WI boCII ~lit lftCI lrlterne 

ttCH>alrf'( nr(Jr(l mu.-: ,_.,..., 'oncllr>cree..O mu .. putllllhH'IIg 

''""""' '~~. Oome~.~~~; elld .,..,,natiOnal roc01011C1 """IC reve-l! 

boriC!ftii!CI frOIYI a I'IUftltl8r ol pclfJIMr rmeases aNI an lfiC ••• M WI 

ttte J;M'"cem• ol ClllllpeCC ~ to cog~~ ~~ he~ 111e 

'It'> mottonn on ~w' ( BITOA. 11\Ctea..O ena oparllrnq II~C:nnte 

bc•nclllod prlllCipaUy I• nno Ina ,...,.,, .... Q'llnJ anellnt,.ro~l 

tJI(.Otnc 01'1 the reSOIUIIOI'I ole rece>r(kod mu'IC tu manl!f, Oil' WI! 

•n pa~tt>y ••pen.at lf'IC"r.cl., corwteet1011 ••" ln. .. a....,..,. 

C11' cortaon ~~ convecu MICIIQ- '"""''from ~e<:t 
marlr.Nih._ actrdiOI allnbuC..ble 10 twgnar erl\Or'tlzaii(JI'I ol 

mf'mb<lr acquil<t1011 co.u 

,. 

The ID\w'., 1 .. $ 1'111111~ 10 r l'rtiH\ bo,i\IIW'\\4'\ and JOir'« 
Yrnl16'1!' ltwl -·• r8111UCIL6ed 01 c:lo"W"d arp prmertly rf!letrd 

to W~t~l'lt!f Mu, .. E"'II'P'IWt, one nl the! C~ny \ diii'CI 

'1Wkl!f'"9 .,.,1\ . .lind 1M .... oil' nl '" r~I'Cj ~ec:l marl 01dot< 

1\WIC\ 11\At _,.noll rwc•,....llb6e due to 1t1e o lo"'"~ ol ltlf\ bu!ol 

rleS\ The Kl•vtlll!\ 11"111-re ncJII Cllflltr~d WPI(" noc miii!I'WII 

10 pti'YK>U"o ht'-'01'1(.11 oprr8ttng re\ulh 

C••• The 199S Catlle 0~8CJnV r"ull\ reilrct the ICQut\ICII()f'l 

ol KBLCOM Ml'llltllft as ol July 6. 1W~ 8f'd SummiC ~octrvc u 
ol May l . li~S IIIII InCiude , .... _, ot I 1 l1 "'!Ilion. (BITOA of 

1!10,....,., apec...-ena .-111e110n cl 19!. miloOn •ll(l 
rlpe<Mifl9 lo\M'Io o# U ~ Sucn operactng ~~~~h 1•11 1'101 

compar•bif' 10 the ptior ,.., 

.... _,, ..., '*'-'· - 11111 .. 1\1 .nd olhl!< two4 lnt II'IWd In 

1117 mllhnrl1n llltl!t. COtnpetaelto 1114 metlwln '" 11i1114 Into•~~• 

"•perl\e tncroawd to SIJ1 molloft. CO!ftP81ec2 lo i d >• molhrin 

l)'lf'tClpllll)' a\ 1 rKCA~ oi~CJPOIIImet~y II l brlliorl ol <Jebl 

aullfftOCin the (llble ec:qu;tl1011• ancs twcl'* Vl(ll1 tar"' 

lloaung·•••• ftl.,..,~ peld nonU 6 blll6of> nouonal .,.,.,,, ol 

lnlall!\t ratr \Wip COIWIKU Olhcr< tnclHne, r~. *U """'III'IUII 

lf't 1 .. !1. comperedto I4SnUiion~t~li84, ptii"'C~ beceuw ol 

a diiCft'IM 1ft "',.._.,..~ lfiCome !nYe1>1J11en« •l'feted 

lfiCOft'W' WI blleh pc!fiO<Is CCJn$,1t.lecJ ol g.tlll\ on thto Yla of certa•n 

aueu. II"'C'~ Ina..,_ olen lllll'fil!$1 WI OIIC. In(; In 199!>, 

whlth -II! oi!WIC b)' los.~ hOift rMui;IIOft\ WI lho! Clt,.,IIIQ 

"'atuo\ o/ (PIIIII\ .,_...,_,.~ IMe<n In each tM""IO(I 

,....,. lroe•tl.,_. ftt • ... _ ......... """\ lllf'IU'Id In 

u 011 bii!KIII {(lifll»fed 10 14 ••• blllot\"' l9114 I AI filA 

tncroe~tl tn UWO ~ lrclf!l •·UO molhOI• Oe~J)rM. .. IIIJiland 
.,.,,,.ti(JI'I 1nc~ ..-crl8tl0n rmllort ,,, the ~ctw!W! ,_ 

WCI amounti!G to 10'171N1ioft In l!iii!IOI\d Ul t m!lhot·• rn Hl9' 

()per 841f19 WICOIIW nt;r•a..O to I 2'S l mlllinrl ltnno ollt ,.,..0001' 
lfallt/fll"'s ,,..,,.tKnd ltnm •lf'rf'A~"\ tn worltl.,.,;•lo• ,,.,..,,,,.. •• 

l'oOrile \ttdetl. (Oil\- poduUt aN:IIIIIIIVI .... ., <11\ltll>uhf•t 

OCIH8411W1t WOt~ 0.11/IICII and dO-\IOC: homo w>(tco 

r..,enun In liltS -•liNt by IN tutcass ot B•.m.n fntfi­

£81TOA ll'ld op~~rMif'lil tncome benonfrted 11om thl! ,.,...,_ 011•n~ 

and lnt ri'IV>d lfiC orne Ptom Itt' en""9 OI)Or Alton • 



Sia Ft.g• ""••- Pilfh A~ .a rc\UII ol TW( ·, Yh of~ 1--. ol 

II" llltl'l"'' Ill 1otl r le~\ tlw or•naii"Q IOIUil• nf '>11 riii(J\ hit .. 

befon d«onsohdetf'd elfKttvt> a5> of J~ .U. 199~ end TW£ ., 

rt•malnlfl9 .&1% .. t!11!'1f on S .. f~ f\ KCOUIIC.cl 101 ~ lhe 

l'Qurty mctnCid of .KCountrng Accordrogt). re-.en~ dc!Cret.!>e<l 

10 $227 mrlhon. compa~ to 15~7 mllloon in 1814 EOtTDA 

dectf!a!>C!d In J60 mtlhon 110111 S llS mtlliorl. DapnKIQIIoo •1'11:1 

enO()tlllMIOn •me• '"'e<IIO U I lftllhon WI 1"' .,_., Ull m...,, 1 

on I 994 ()pc!rMtng oncom~ ck'c~a!oed to S2t rmlloon frOITI 

$!>6 nulloon 

8<-ckn&l"' • The wa lll.et-11 The WB NelwOtk Wll\ 

1...-.c::hcd "' Jtnuery 199S. tnc1 c;_.ak!d SA mAon o1 

Dp('•eung IO!>~e~ on Ul m.-on or rev~ The ope••ww.~ IOU 

wn mrtogated by a fawratlle ~gal ~tlelnCl'l'll.. u well a!> by 

fundlll4jl from 1 lll''"tod pertnet e..tmoUed n ol A~u!>l liKJS 

Due 10 I he ~llrt up nature olll'llto Ml1011al biOIIX8111 npm lllt)fl, 

lo!.~~ are Upc!CIC!CllO ConllftUC 

C8ble lll.el-11• • H80 Rr.eo~~ """'l!A\Od 10 $I 607 btll1011. 

compared to S 1 S 1l billiOn on I 894 E BITOA tnc;rctaMd to 

S?YJ m~hon lr<Mn S?~l m6on OeproctaiiOn and ~t•taunn 

emouroted co S 19 '"...,_ tn 199!> and 120...., •• 1994 

Operatong •ncOffte IOC11!'8Yd to Sl14 mtlllan lr0111 $137 rtt41hoo 

~e,r.••ue" IX'f'W'Irlt-d pnmanl)' lrono an If'!: roaM In \ub!o<.tiP(IOf'l• 

to ?9 1 motllon /tom 21m.., at the and of 11194. u well u horn 

h•!r >e1 p!l)'· tV tile!> [81TOA and npe<aUftg InCome lft\PIOVI!'cl 

pnnc.p.eily as a r~ or 1M·--9..,. 

Ca.ble Ttwo 199!> Cel>le ~atJng rei.Uiu reftect trw: rotmabOn 

of the T W[ · ACh•ance/Newtlo..ao PlltVIOrW'U .. cftctettve u ol 

April 1. 199!1 and •fle c~ ol P..-.gon effK.tlve •~ ol 

}4*f 6. 1 99!> R.~ lftCia•!oed to I J 014 b6on. CMipatf'd to 

$2 2.&21>oloan on 11194 [BITOA oncrea~cUo $1 27S bllhon frMI 

U89 moi~Of'l Oc!pre<:OIIIIOII and amorulOUOft. lneluclng amort11e 

UOf'l related to the purChaW! of WCI anc/lhc 8C~IS1110n ollhe 

ATC tnofiOhty lnt81!'Sl. anoounte<l to $713lftllllon n 1119~ and 

'6•11 molloon 111 IIIII.& Opl!rM..g oriC'ome onc•ea.-d to 1!102 mtllooll 

tmm U40 "''loon R('vl'fl\ll'i and IJPI'f8tlf'9 re\ull\ bf!netotllcl 

It not I two fOtmauon nl !he TW( ·Act.rancriNc~WJ Paruocrvup 

•""d me con~odeUOf'l ol Patagoo E•cludlr>g toch oltccl~. 

rc.-cnucs DC•III!'<I t•om an ao;gr~t~ tnereaM n tlat.~e c a Die 

Jl 

a net 1'"".,.""" rulah •. *IKt bta.dr e~~ol \aUtlllr \UII\CICIIIf' ancl 

lilt U!8\t'S Ill nnnr~lad l'rW'f'UG~. Ill( kldlftQ pay 1 V. pay jJ1!f 

v..:• .. 11'1<1 Gcl¥t"rt~ln9 t •cgjng tile po~rt•~ cootrtlutnM lrom 

lhC TWl Acto8N.f'f~ PW'I""'\hop •"""'"' c~uon 

ol Pata~on. fBilDA .,.., opl'fa1Jil91KOI'lll' mcrea~ n.:. •e!IWI 

ol 1'-' '•"mue 9arm. olfMt 11'1 part b)' the IIAI year ompaon ollhe 

'I.OCOflcl toun<l ol C ablll lila tllfiul.tlooM lhllt -nt itOIO al• I in 

July 1994. ~ •1 W1 up CMU /Oft~)' C~tltiOf'IS ..-1. 

.,...., te"J)«t to lllpC"•attnQ ate- only. fto9hrr drpf..c~ and 

amf)tltUtiOf\ '"tilted to .ncre•WICI capot~ ~pc!tldiiWJ 

lnl•••" .,... Other, Net lfltf'fe\t llt1d Olhc!t. nf!l. dc.""rea5oe(lto 

SSl9 m!Moon tn 199S. CClmPII•d co S6 16 rtMIIoon on1'1194 lnlll'rt''\1 

••pa- '"' •aMd 10 IS 7t ..-con. Comp81eG to SS6 I rnolloon rn 

1 i!l4. ptlftCipiJIIy U I te~ or "'9'MMf \nott lrtm. fl0al'"9 'IIU 

ol onte•ottl paid on bOitoww.;!' unOat lW( 't lounor •tid Ui\llnQ 

baM. c•Odlt A9'1HtnlttntA, oll.et Ill part by inloro\1 UYiftQ\ ''' 

lhe II" quetiPr ol IIIII!. an IIDwef l»tll ....... , •elacftd lo "'~­

""'"''' a'\Mt '-All'\ P'09'""" Thete wn other~-- IWI. 

ol ,.0 mdloon m IH'. etWn~reG 10 oc,.., aJJI('O!oe. net. Of 

5411 mlllll'ln in 1W4. pllnC~ bee: tuM ol an'~'.-""' In ~r~vnt 

mrtll•tollllecl onrom~~ rei.Med 10 g~~~n• on thfo 'l.aln nl c flfUIIll 

..-.:6uWeoeG <etlAP ''\18"" and OCfWf on .. ,.,.,_"' 

FINANCIAL CONDif'IOlill AIIO LIQUIDITY 

OIC[Ma£A 11, tlte 

tiN f"'-ctel C-Wt- AI Oec.,.bet ll. IIlilS, 1•­
Wtitnct had $11 I bllloon ol debt. U!>2 ll'llllioon ol .tvatlable 

,Usfl and l'qUIYa6ef1t\ (nee Gel)l of $12 2 billion), $4118 fMIIon Of 

botro-'nq\ ~--"'""'''!toe It CIP(IOJl proc:~'· '9•9 mo1oon 
ol matldl401'11)' redoo,..l* ptefG<led ~urM•n nl \1111\td,.ne~. 

'S I 1 billion or Serif'" M Prefened Stock encc S'll !) bollonr> ol 

\hareno!l»t!>' equ•ly comptrti<IIO U II b.Uoon ol debt. $1 1 
lbolholl Ofeva ... t II' U\h lnd equt>'~\ jrlet clei>C (II S8 I bl'l• ..o) 

$9.&t mllloon or lftAf!d-'Ditly <edeemable pteferred &OCurM,.\ 

ol 'ubvdcar"'' And Sl 7 b,.loon ol \h.,IIN)I(Inr!o ..qu<ty •• 

Occenl~f J1 , IIIII!> AI 0N'Mnblll ll 1~6, flmii'WAtl"" •l•o 

hllcl U2' muiiOI'I or rlllnCurr4!RI ceYI •nd oqu.,••"'"''' hl!'ld on 

e\C•o. lor pc~~pow' o1 I~ cllftaon p-elllltO<I dtiiOOI'nd 



1equwc:rncnt~ lhc rncreele' ln rv1 drbt prn;!pdy ICfletl\lhl' 

II!>SUII'p(ioll 01 JnCu"ence ol eppto•rmat~y S• 8 b!llo()tl ol debt 

rclatCO to the TBS TtanWCIIIOft and lha CVI.-.c.quo\th<'lfl, nlf\Cttn 

part by IN UW ol 8ppi'OilmMefy 11 SS l)illlon Of OCPI jlf()( • c .:1' 

from tt)O lt~c o1 the Series M Pteletted Slock 101 c:ko. 

redueuon The .ncraaM., Sl'laiOholdors' eqc.ty pt~nc:•paly 

reftcocu lhe Issuance "' 1996 ol approltln\elety 1 73 ~ rnt1110n 

~l>atii!S ol commor~ $1.0C .. 1ft CDfVW'CIJCm woth the l8S lransachon 

an<! appro,~Oiy 2 II ,ft~~Monlhetes ol c~n ~cock end & l 

million tll'lar• 'ol prelenecl uoc.k 1ft connecllon 111111> thr C\11 

AcQUSI(ion. T nc elrect ftOII'Ituch rssuences ,.., olfset '"pare 

by an ~t~Crene'" d~ r.,qUteme,.s and thll repUte hue 

ol apptox~mately 11 4 m~ l.hares of Trmo Warttrr common 

stock at an aggr~ale COSI ol US6 mriiiOn. 

"'•••-t 1ft T*f 1"'- Warllllf\ .,_..I'Niflt tn lWI at 

Oe<:Mibef 31, 189 C~\l.cl ollf'lletKtS in 1• 411'11. olthe 

Ser~ A C•pUI end A~l Capotal ol TW(, end 100._, ol Hk• 

Sen1101 Ceprul end Sette'S 8 Capotal ol TW( Thr prooray upo1111 

ontere~s pt-ode Tome w.,_ t-nd _, rnpect to ttw Seorte\ A 

Capr«M of'lly. U S W( S TJ ...... Cet11111 PfiDI'IIJ Cl8.lflls IO CI'W """ 

piJI1ne.t\hop tncome o1 hWE .w:: ~sol T WE paro-shop 

caprtal, ~~>CW!ng ,.,._, ptDIJ ditlrlbulloM ol par11W'"I'IrP 

capot~n the l!v- ol ~n Of dluou1011 d lW£ Each 
level of pt!Only cap&IIIIUI'etl pr:~ 101 an~~ taU! ol 

tetutn equ.91to 01 esceecJnv I'll.. Including an above-markft 

ll 2~'11> ennual , ... ol return 111 . 2~"'IOihll enent concwrenUy 

Oo~rJOuU!dl r~ed to TiJne Warner·s, Ser- 8 Capqllnurre~t. 

..,...och, wr>en !.allen 1~ WIUI Time Warnef'l con.,tblited 

capot ... 'Gf:l'l'sen&od • c.-..- p10111y s.-8 Capocal 
lntcre~t d $5.2 b6on at Oec.emclef iH. ltH. While tne fW[ 

parcnc<Sillp •vr- ta~M" lilltii!'S che r•"'""'~t~en~ o1 \OQ'Wfl 
nltll 111rtnor~p catn,.._..lft the form ol capotal o•~od!WIO\ 
aud oct~t~twotoo proVIde• lor c .. u.., cKhor rnv~c:tll)ns. thll ate 

capcCICO 10 Mm.it cash dlsUibu\IOt'IS (Ill perlnOIVIip onteti''IU lor 

the lote!.H-able future. r-Warntr·s, S1 S b!ll~t~n S..W,. Cepul 

IIIICIC!.I Ind. 10 the 8JIUif!C nQII ptOY~)' OIS\tll)u\(!(1 pll'1,_shlp 

tncomc allocated ttvor~o lbe5ed on AO. 8'11> annual rate ol rrtutn) 

t\ tequ11cd to oe <llsttoobut.ld 10 Tmo w.,~, tn throe onnuttl 

•n~ellmenu be911WW'90fl J.-y 1. llllt1 TriM Wlllrv:t UP« I' 

that ti'IP onotl81 dlsu~ f1l SenoOI Cllpltill woll be epptoao 

rn.atct y S S l ~ mo111on 

.. 

,.,.._ M [lch•nt••blo "••l•rr•d llootll In April 19!16, Tome 

WarN:• rao!.Cdllppt(llonllltcly S 1 ~) bolhon ol net proceecu lor 

011t111 rodclcuon '" 1 provalto plot'l'mlllll of 1 & molllfto .,,,.,.~ ol 

il!lci' .. NJIIble prl!feuro "nt IL. "'""" p11y c:urnut.tu ... e drvtdcn<!s 

at the retto oliO 114% pe- ennu"' Till\ t"~o~uanc.e allo~ thr. 

Compe"' to rt"eloze cut> proc~~ ti'IIO&Iqh a ~""Y ..,hm.c 

peyfN!n!tl!fm'\ llfl' ptoll('tplllly hnlo.rd I~UI a •rDI'ganoullon ol 

TW( otCIJI'5o. II any)t() • pottoon 01 lime Wat...:.r· .. cl6rencty 

nnnceVI-9"*1llng ,.ore!l.l 1n ttr 'S«II!s B Ca~el ol TWE. n 

lftOte fully deKrlbl!<f hl're•n rrnwo Werrw.r u• ed these proceed~ 

l'l rc.'<lelem 12~ mllh<ltl pnncopai-OUIIC ol B 1s-.. O~OCillure~ 
due Apr!11. 2011 lOI apprn .. rnatcty u•s mllhOJI{on<ludlf'9 

rcoempUon ptemtuno'!o aoo IIC.Cru<'CJ onto•U!.'!otiN'•II!On), en<! to 

reouco t..rnk oeot ot TWI r aotr In< r rwt c ebMt"l "' lllhc~ty 

nwrWMt M~t~••d•aty, hy ., .. ,,.unootl'ly \1 lilt""'" A 'I. part olthP 

Tf!S lran'KIIon. tl'lf'Y ptcfrrrNJ ~hltC''\ were convett&'(l 11110 

lll9f'!oler.cl !\l'larl''\ ol Scroe\ M r•OUII'I!Jt'llble prcfrttf!d \lOCk 

..Ch 5oUb,.Wtlo4Hy l~nlll"llllcorm~ r">er.es M f'tc.olcm.cj S.tock1 

Gi!nefllly. the tr<tn'\ nf thr ~ttes M S•ocferrl!d Stock only 

requore TNnr Warner to PIJ ca'>h do .. a.n<Js otto <I.'Ck«n. pr10t 

lOth tnoo~ty teOempUOII "'-4l' IN1J pottoon clUte W<UI>ly 101 

cnh l4lO" the <KI!Opl o1 ccrt••• <•"" •!•'loUtbutiOI'I\ lrom lWl 

..Ch re'Pf"~lto l-w..-ner'\ otlc<e\\s on the Sene\ 8 C1prul 

Of1CI R•~•lll CepoUI oil WI le•cludong '!oiOCII. nptl()l'l ret1ted 

dtWDUIIOI'!'\ •nc:l cetlllln tA• felllll'd dtYrobut~\1 H.-. "'· 

becavsa sucn cult dlwrrbuuorn trc ~ubject ttl re'loiOC1rons under 

the TWl pannef'l.hop ICil'""m"'IC. r....., W11nor do ""IIOII.'Ij)(!CI 

to pay casl'l dMdenO'!o 01 to re~em any poniOI'I ollhe S«te'lo M 

P~lerred Stock lor c.esto 1n the fotl'SC!C'IIb611! luturo 111\telld. h"e 

Wilner eapoc;t• cu salt~)' tU ••w~nd •rqutriPfnt!nH. throuyh th • 

ISMJ~.nceola0t1tlionlll ~"' 01 ~'te" M P.rle•~ S.tock W11h 

anaov<ogete llq,-d.rltiOfl Jl"'lt!lenc • f'qualtn thr ...... me ul ~Uf'h 

do\IIOI!nch In add• ton '4ltlfl • rtJ<>OganotaUO:Ifl • .~ r W(. r ...... 
wa;,_ mus& elf!oelrMht>r to rf!dl!l.'m eac:h o.~t!>lllndonq •.hate d 

Seo~s M Prcforrl!d !.•oc:IL tor ca..,.. SUCfi!'Cilo ccrtare conchtiD~. 

or lO e•ct..ngo the Ser~t~s U Prcle<rC(I Saock 101 nrw ~Ill~ l 

Profeorrt!d Stock. lllhrcl'l also ~Y" cumuC.hv• Ottlld~ at the 

retr ol 1 U 11•'11> prr linn~ but ·~nat 11nkod lO T • nl' Wa•~··s 

1111orcs1 '"the Sm~e~ B Capital ol rw£ Ttw rotrn~ ol me Sar•\ l 

Pmfem!d ~tiK k oo not requ11c T orne Wll- to PIIY tnh 
dr~~ un\~ July 1006 'lnd prolfiCJe T .,. W11~r wolh 111 

ope ton tn e•cl'lllnge the s,. .. , l P•elcrrcd SIQ('k , 5oUI'o)«t en 
rrnaon t"ondoiN•>\ 1010 10 114'11. ~nl()l S4.r"'•r1ouai'-(J 

Orl'>t!,.~e~ wtloct> dfl ,_ rcqvMc.-lfoe Pl't"'~ ol ra~ lfllt!l•~t 

ut11\ July 2006 ~-Noce 10 to the accompanyonq c:~tl'd 

~nc .. t ftllllcemc••u 101 1 wmm•y ul the prtne!pel tCfms of Che 

..,_, M Praff'ttCO ~l<odo 



c-5tDclll •epurc:hne ..,...._ In Apr~ 19516. Tm>e 

Warner's BOIIfd ol Oireaott eulhariled 1 P'Of,ll'llftl to rcpucl\aooe. 

from umc to t101e, up 10 1 ~ mlllon Vwll!l o1 Time Warner 

common ~tocll In connection lhete.ilh, Time warnrr enter~ 

lr110 11 fivll·)'t!&r. S 7 SO mllklon rewohtlng c:re<:\11 lacillly (IN "SCock 

Opuoo Proc~o; Credll F.::llty"J 111 May 1998. 8orrowlng:r. 

urw:jef the Stock OptiOn Proceed\ Cr eC.C F lldlll. y ._,. ptlnciPf!U'f 

used m fLJnd ~k ~'" lind ~•llnMely 5200 m1l10n 

ol prefllfreel divldc!fwl roquhmeou. on TlmeWatiiC!f'S Scr~e~ G. 

H. I and J Preferred Stock. The common stock rcpurchast'd 

under tha program l!i ·~to be ldeciiO uusly future '>1\aro 

IUUIIIK" rel.lled 10 lhe exercise olll.llollftg empla)'1'CI SIOCk 

optJOOS AciUitl rrpurc~ In any period Will be .ubjc!ct to 

market COOCIIIIOOS As d Decemt~rr )1. 11116. Tun11 warner tw10 

acqull'eCieppro•lftUitl'ly 11 4 "'don Shai'M ollt!l comln(')n Mot: k 

lor an '9911!9BU~ cost of 54!16 m•looo Such repurch.a~es were 

pnnc•pally lunoo.· ~ boftOOilllftg~ un:IIW I he S~k Opt•on 

Proceed!. Credo! F aclilly 

The Stock 0pll:)n Proceeds Credit f acllll) IMJIIIIJ prnvu:llld 

lor borrowngs or up to 11S.O lftllloon. ol wtnch up to I 100 mdlooo 

·~ rcscrvro SOlely lor lhP paymcn1 ol lntereSlal'ld ICC'> tfll!fl! 

ul'ldcf At Decembel' ll. 1116. $488 miUion n..1 been borrOM!d 

ul'ldot l.ho Stock Opdon ~ CriCM Feclllly. BorrOWings 

ul'ldot U'le SI.OCII Opdon ~ Ct~ fac•y gtr11!fall)' beM 

lntc re\1 It LIBOR J*.lll 11WQ1n eq.~al to 75 besn por.t~ and 

aoc pri!'ICipell}' 11:1pec1ed liD be 1epM:1 from tha Cll!l.h prococdol. 

roci!Mld from U1e eurdle d ~ etnpmy. stock opoons 

The ra:uipl d sc.ch S&Odl. qJllon proc.Mdl pa"mellllllOJ redUce~ 

the bol'ra.lng ... ......,. ...- lhe fK~Ity. 1'Whctlt..5 bean 

reduced toapproaJm-.l!ly 511! mlllon n ol Docl!fftbcr 31. 19Yti 

At Dccombl'f 31. l9H, ~(.-!a clo!!.lf19 rn.srilet priCe 

ol T1me War.- c.o,_ uad 01 U1 SO. the •wegae.o 'flllue 

of potenual proceeds 10 Time w.o'l'l(!t' lrom the e•erc:rse ol 

outstanding ves.ll!d. "In IN money• stock npllon!i CO\I1!fcd 

urdcr !hoc l.cil;cy -s IJlP'OIIlfftetety Sl S billion. roprCl'\t>nMg 

II 2 1 IO 1 COVI:!fii'Jil ratJ() ~ UlC tl!llly,a bofroWifl9 ll .. lltl.Sbohty 

To !hoe extent I hill stock opi.JOfl procll'Cds a•e nc,t sulf•Cie.-. 

to sat•sly Tm.c Watneo's Qtl&lgiii.IOtls LJnder the Stock Opttnl' 

Proceeds Crt'dot FacMy. TJme Warner·~ gt'fll'rally 'l!qUJrea to 

•cpay such borrOWn.;JS u~ P'OCI."'Cd\ I rom the o,.aiP ol '>ha""" 

.. 

ol It' ommon stock lrkl tn cS('row undl!f tlr Stock Opllon 

Procoeds Credll Faclltl)' o;. 111 Tme Warne~·!!. eleci!Ot\, u!.lng 

lll&l&able cash on 1\aod lo alldtiJOO, n 11 rco;urt o1 TrmL Wamm·~ 

Cot?lmilmtonllO 11 .. 0 the Stock OptiOO Proc~s Credit r IIC.tly 10 

lund awounai.Oiy S200 mrll10n ol P'"lomxl dtvidend roquoro. 

mcnt!i on h Sorrc<o G. H. I and J Prclrrrcd Stncll. T Ifill! Warr,., 

has 11!.0 loi4JpleR>IIflllllly 11Qf """ tu piiiCIJ In O!W:row an 11rnount 

ol Clsh DqUIIIto \ho o•CO!!.~ oltho unpaid ptelt!trl!d doVIdrod 

rcqt.o~s oo :ouch ~tiP.<> ol Conlrlt'rtlbl" prelcrrro stock nYl'r 

tho:> bol'rOolllrlgllllll~bbllrty l61dr• \he fadrty Many umc AI 

Doctwnbc!t l1. ll196. lime Wa•ne1 tWIO placed l62 mtl~on n1 u .. r, 

and l6 nnl~on Vlllrr!'i 111 e"Kruw under tlr..., anangcmcnt.'l. wh.cl1 

5hlf1!1 ltD noC COI1'>1cXrl'd 10 be tSsued Bnd 01.1; Yllodmg Cllfl1Ull 

stock oll.ho Company Time Warnor may l.ol" rcquorod, !rom umc 

to l1<ne, to havl! up to 52 5 mll~on sM•es "rr.I•J "' ~-.crow 

Beceu...., bairo,..,ng!> ...ocr ttr Stock Optl0f1 PtO<:~d'> 

Crodll f IICIIIIJ lifO Olpc<:lf"ll 10 00 pttnc!plllly rrp••d by l1mr 

Warner !rom \he t'll">h puxl!f"d'> rrf111Pd In lhl! c•• ~('""' nf 

"mpiO:fCI'' ~lock opuoo-. lomr W:trroer., tHIII(Ip<>l credo! l.ttlll<; 

agenc~~ have COI>elul:il'd IMI 'uch bofrowrrogs 1111d rc:l.lltr>d 

ltnanc•119 costs 11rc crcd•t nculrll onct arc c•clu<lAhlo from dcllt 

ll'ld llltllrltsl c1pen..e 'C!opC!Ct/Ycly. lo• !hair purposes Ill cvalu 

aung lima Wa~n.,. ·!1. ~ag11 and co\IOI'age rlllon ;,, addition. 

beciiU!I.e Time WarnC!I' hiS rommotted to u'I.D lhl! Stock Opt~ 

Procood5. Credit f ac~lty to ILJnd awo•matoly UOO mllion ol 

prola"ed d•Vldond r.,.quorom...u on It§ Sertes G. H. land J 

Proforrod Stock. and has. entorl!d Into tho escrow arrangemenu. 
df!K•Ibe<l above. such P'eleueddrv~ •eqUiromcnt'l arc 

aimii••IJ o•c:Judt'<' lrono p<eluuod d•vldond'I.IO< ,., .. P"'"'"' ol 

l'volullllf\9 Time W11Horer s cort'fagr. 111110 

Dillie a.r--.,. kl1ill6 •- e•rfJ 19(11. hmo Warner 

coounuod to c:apotahzc on la..,o;aDie marlll!t conotoooo; thrOYgh 

Cl'fiiiiM debt rcftnllnCt1"19S. Ml>Ch IO«C<r.d ofiii!IC~I <!Ill'S, Stag· 

~r(:d drbt ,.\U<IItU and. with <(''>P"'<=Ilo ll'w> rod.,mploon altho 

8 7~"1! Lonvr.rtrblc: Debcncu•c~ on I cbru11ry 151516 lind lh<' T tiS 

Convcf llhle Note .. In F cbruary 199 1 nt•rnuuned l"'c flOll"nUel 

(Ill .... lOll from thll convnr soon« ._~ n •,crU<r\ICS onto 1 I 3 m1lhnn 

-.hnrt'"> ol common ">lock 



In January 1 !1916. in ccnnecuon WO!the C VIA.o:QY1""-10n. 

-.ubs.ldume!> ol T1mcW~ assumed S~ rndl1011 or pubhc 

noi.H aod dcbenlutet ol CVI aod borrowed S 1 !> bolloon unaer 

the 1 !1515 Credot Agreemerc to refinance a ~ke·amouot o1 01~ 

mdcbledness. a!iosurned Otin:;U'red Ill ~Weh acqul!.lloon 

In r ebfuary 1896. Tme Warner redaomed tile rM\311\U>g 

I 1 2 bllloon prnc:1pll lltftOUftl ol 8. H% Corwenlbk- Ootlenl .. ~ 

In• S 1 28 blll1011. lnCiudlrwJ l"'ldempllon prernluns. aod ~ecr~ 

tnlcrcs.lthe<con The nldempoon Wll~ nnanccrl Wllh (11 p<OCecch 

r~o'I.Cd from a 5515 mdUoro a-.co on December 18!1!> ol 

Company·Obl198lllCIINindMcl"•y r~ praferred ~Ufl!ll"\ 

or a subs.•d!ary liii"'CC (2) 115-0 "'~loon ol procoed' rae~ I rom the 

,., !.1.>3nc,. on J a"-J ""l' 1 916 ol OJ S <1 00 rnolloorl prinCipal 1moont ol 

£> 8!:1~ dct>cn!uru Gue <016. which arc rcd«>mab"' 111 the opuon 

Ollhc hOIOcr., lhetool 10 200), (11) 5200 rrwiiOn ptlnCiplllln'IOUIII 

nl B 3% di<>rounl 1ri>elllllJI~ due 20lli. whkh 0<1 nol pi)' c n'>h 

ontl"ff"\1 un1~ 101£>. 1••1 S lbb m••IOI'I pro..:tpal Amounl of 1 •B~. 

dl'~niU'c~ dUI! 2008 and (lv) I 1 !.0 m1U10n prr~Copal 11mout'lt d 

8 0~% ~t>cnturcs. aoe 201 & 

Durtng the Ill's.! ~ ol Hl!il T. '""" Wa1~1 or>talod Into 

a nllmbc!< olllntnclng u_.uons. which re!lull!d In the 

rer•nanclng olappro1._.,. 5600 mllllotl ol debt hne Watrte< 

rc~llCI SlOO mllloof> prln;.lpal amount ol 10 7 !I'M. Senbr 
Notes. due Jan!Jjlry JO, 2'002 ol TWI Cable lind appro•~matllly 

1183 mllloon .ccr"'.-d _.. ol TBS C~ Notes II an 

aggregate reOcmpcion price oltpp-o•lmate4y 1600 million, 

tncludor>g re<Sempuoro pr...-...s and Kcrued Here II lhef'OOfl 

Tomo W111rnor abo lsMMd 1600mllloclf'l pt'lnCIPIII•rnounl ol 

fiOfl"nq RIIU! R~ NOiftdue Decembet lO. 20lll!he 

"f IO.ating RIMe Rnet Notes•) The FloMlng AalO Res.ct N01n 

bel or ir>taresl alallollung rlllll oqual to LIBOFIIau 25 I)UI& 

pomts u,.,, December JO. 2001. 111 which Lime the lntl!fe'W. rate 

weh oe res.ec atafored 111• oqu1111o £> 511% plus. 1 marg11 ba'loi!CI 

upon Tome Wnrn£t'5 credll ris* 11 ..uch ume ltw: rlo11119 Rille 

Rc-.et Noles. are r~ Bittle eie'cUof'. or tn<' holder~ '" 

whol.:! but not on pan. on December 30. 200 l 

•• 

Delli r •dliciJCifl ..,...._ As. par. .., n ConllnUing 'ltBll!g)' 

to enhance tho financ .. l po~n.:>r> and creel .. s.laU'!oliC!io ollotm! 

Warlll:'f and I:I'>C intert.llonment Croup. a 52. U billiOn OC>bl 

recJIJ(;1.1on P'C19'am wa5 lnlt,.!lled lr> 1905 lncludir>g the ~le 

ol !ill% ol TWE'slni.Oreslln S•• Fl.ttg~ln Junn 1D9~.the !tllkl 

ollln lfWIDI'II\IIn QVC. Inc In f~IUIIy li9!o.the ~lo ol Cl'<lllln 

unclustered c ablo 5y"e"'"· !toe proo::oe"'h tl!ll'l!d frnrn lhe mOf'M' 

Ulaloon of Tame WllrW!I'!> onye\l~nt on Ha!obrn on Aug~l 1 !19!1 

!through the tswance o1 ~ndatc.·~ly •ll!dccmable preferred 

I.OCuroues ol • \o.ti!.OdilryJ and a po<tiOI'I ol "~ 1n1areu '" 

IW£ In April 1!196fltwOuc;JhiM l\\UIIftCII ol SetiC5 M Pl'clcrrNl 

Stock) and the e•P«te-d 19!17 ulft OllW[' .. onoore\ltn £' 
E.nu~rtnor.nenl Tele .. soon Inc . T1mr w.,,... II<ICI thr 

Entcrtlllrwnont Group on a combined ba\1., h1111e r.cecdcCI 

thl!ol lnl'lllll liJMI\ UllOI'f tho\ pr()ljiBrrl 

Credit 5i•tlllltl<:• I he combtnlltoon nl a\'>~l'>•ll~'> and Cl~bl rl"h 

n..anr 119~ •~ onlet'IOe<l to \lrf!nqtht'llll'w: hner>eoal po'>IIIOfl ol toml" 

Wrtfner 111od the ( ntertaonm~m Group lind. wtlPn lrolo.l"n IIKJr•tlo"' 

1WIIh l BllOA 9/0'Mih. 1'1 e•pcx:ted IQ [0011~ tho omprovrtm!nt 

o1 Time W.,ne<'!> ower .. credit SUIII'\tlr:\ Tho'le credO\ •.utoslln 

cons.1st ol commonl')' IAed llqUIIMJ "'""~urr'l s.uch •~ leYmlkJ'I= 
and cover1191 raloo'- The lew.,.. age ratiO toptescnu.tne rauo 01 

tOial dobt. llln available c:as.h and oquovale,.s. fNt't debt 1to 

t~ ~5 ~ fBITDA, less. c01pora1e e•pe" .e~ 
rAdJu!.leQ [811 OA1 The COVCflgot ratio tCp<ll\llnl'l the ratiO 

ol Ad,.,!Ued [ BtTDA to toUII intettt\1 I!JP"f'W • \dJ01 prell'1rr.t1 

>ioYodllnd~ ThoWI ••Uo~ O<la pro ror,.,. IMSi\ lor \111116 and 

1995. and on a "oo\toncal bells. 101 1884, ~ten 'W!I.Iorth bc\oYO 

lor each ol hrne Warne< ana Time War,_ and the E.ntcna~n~ 

Group comb•ned Canat" rannq agonclllt and nlher c:roxht 

analy~ts plaCe more empha~s on tlw: comt>mcd ratiO'> wh1lc 

Olhco''i plaeo more crnphn\1!. on the t~ warocr <otana dlnHc 

ratiOS. It S.hOUid 1M! under MOOd. I'IOWCI¥ ... that I he IU'W!I.'> or tnc 

Enle1'111onmcnl Group ea ootl•~ly e•e•lablc In lur>d 1~ c;n~h 

nood!!. 01 T•mc W11rnrr 



..... ,_ . .-... 
~,., 1114 --- -T'-.,..,_MCS 

f.nteruonmrnt Gt~ combftucl 

Net df'DUAdJU~c<l EBITOA .,. • J• ~ l• 

AdJU5l«.'d £BIT DAJI<•-~· 21h 1h 21.a 

AdJUSI.f'd E BIT DAJW~Sol 
andfWrlc-rroo do...,...,s- 2la 1 o. 2h 

h•·••Wfltll<~ 

N~ droll.t.dJU'>Icd E81fOA ~ 9• ~ ,. 8 l• 
Ad~t'<l [BITOA/Wcr~• ~ 0• 1 ~. 1 4o 

AdJU<We<S £ 8110.1./lnt«ou 

11¥:1 l)foll!fred .,...,..._,,- Ua 1 ... 1 h -----
._., » u 14•-"" l M&"'i. 10~ ! SNe. .nt1 t~J$ ...-- .1'--J ~ tfW f• ·•w ,._.-., 

;,~~; ~ J ••" tiJ t...C:ft .. .........,,...._, OC~t61M If ,,..,... ~~ • ••; o l 
t99~ tMOW::.t;' f#; \kit' JiliN..., 1,.15_,,,_)I,~IJI~,_... ,_.;, 

- P' ......... -=-._, -· ,,. _ .. ""11 ,.. ..... (J/ "'-"' 
"'1oP<>Y<J ...,_, It¥ ""'Y • ,.,._ tJIIIW ,. .. • • c_ ...... •o ,_, -_,.,._. 

fh( Lo~ .. .,.., "'Jlf.....,., ,,_ Jll- rf' IHi- JJ ) ,...,. .., ,,4 __, _ _ ~., fM .. ~....,, _, _._, ""*"' 1-

-_-, Jf(ll)-<>•• ..,.._..- IWI , """'"' tHG~ ........... 
.,_ .,_, d Sll-"" _,-- $1"'" ()siiiM ,..,.w:_,. 
Cl- '«*'~ a:J-·/)1···-...--... ~, ........ -., ,..,.,...._ ,.-.n.~ ~-•---c~ "'_ • ., ~· 
olll1 ......,..,1,._•'-""_.-as...~; ,,,_ , ...__ 
~-~~ ,.-- ..... --... y~-- \1.-.d 
OJ)oott ~o- ,I£., 

~ • .,. ,_ DUling 1tt6. r_... W••f'lt!t~> u'lh prowldc!d oy o~' 
auon,. amounte<lto S25l mllklon and reflected S 1 954 bollon o1 

ElllnoA ff'Qfft "' Publllhlng. WuM:. c ... ~~~etwoth reo;.,.._, 
l ntcnaonmctm.· TB!o MIS Ceble tlu'\lnr~:w!\ S718 malloon rtl dl'\trl 

bUIIOI\S from TW[ and t 141 In• •on f rum the! MCU!IUIMIOfl d 

rcccr.~aDtes. tes~o Slllt m"aon d -e·u p11ymenu.. t ll8 !NIIoon 

ol oncome u.aes, Ul million ol COI'pt'fate cx~s and 1821 

~related to an wocreew on Oll'll'l wortung capotalrrq~·r 

<nent~. balatw:o 'l'lefl( ace~-~ anr1 nonc11V> .ccom<. C" •~"' 

~Ovtdcd ICiy opc!fllhOmi Of S I 01 btiiKln lfl 111')!) rr.llo Clr.d 

~~ 2!16 bdJIOI\ol EBITDA lromUW ~""""".;~- )Jh~< and CabW' 

busnll!SM,, S 1 063 bo6on d llC'C Oo.,lrtbul.,..... ltnfft TW£ 8nd 

•• 

S ]!) ,.. Ilion ffom lht! ~.-111111UOI'l Ol rii(;<:'W&OIH. lftt S6SII 

mJIIIon d.,._ .. peJftWnl.\. Ult....-.ot~ olw-com.u.an. 17• 

molloon ol Cllfp«rate ·~' •nd t2111.....,1114Med •o .,. 

;ncr .. aw.ln othef WOttung : .~pnl.l toquorr.-nu. balanl:e w­
&e (.OUIC\ and notiC&Vt •em\ 

Ca.., !ned by "'-Uf>Q acto•ll•s-tened to S424 ,...._ 

"' 1 Vll8. competed to U 71 m1111011 k1 lilt!!.. Pf 111r tp..., ., a ••'\UI 
01 • rtec fl'a\.O '" 1nve..uw.n. prrw """ ,,.1111,.,1 ., < IINIIM:Uiln 

.,.,h <Nirwtgttmont' dl'bl •f'<l•• unn P'oqtlllm and t.vt- Clp!Ul 

r.xprr>diiU!es. dl~ on pen by lo--wm~ s~ 

C.Aptt"l c>xPG"ct.ure\ onorl'\£'d to S481 mrlllou 111 1996 

cr-&*eclto U16,....,."' 1811~. P''"' lfl••Y ., • '"'~ o1 

h tgl'lef (.ole (llpltltl ~ "'\flC tlllf'CI ...,.th rune W., .. , ... 

UIJko atquiMIOI\' 

C:•'h "~by lorwnr:onq .ICII'ftl•\ ..,.,~ \:.101 moloon"' 18¥6, 

(Otnr.>a<MIO cun l)fOWtdf<IICiy hn.ant.ong ~U ..... IC!\ ctl S12l 

mtilto:Jfl on 1911~ Ttc use of CliVI 1t1 19IHI j)fltl(~y tnullr.d from 

tugtw>< C" •"" .,....,.nd leqytt!IN'rw~ .,ld II'W' u-.e ct1 U!ll IMiton 

o1 none~'""' u~ and equ~velcnt\ •IIIV'd 1n tlvl D«~bef 

1 t9~ ·~'uentlt ol the Preletrcd lru\t ~utotat-\ to rlleleenl ttc 

rcm...-g port.,.. o1 IN I 1!1~ Con•~tble ~ .. an 

f ebrUII'J t .... O"MII an pMt by bolroorw>t,j' InCurred 10 fiiWK~ 

IN u.., poltlaft < I IN C~MIOI\ peloCI to ~q..,.e CVI CaV. 

~uCI\ piild lnCreeMG to 118 7 molloc.-. "' 11186. comp~tM to 

'1 71 m-Jfl i'l 1 19!1. P'ft.,_.)' •' a ro~ull ol Gtvldel'tft pe6d 

01\ 11.- l)fele<recl .C.DC.II ~~ In 'OIVIKtiDn Wlllh U. C ... 

Acq,.\otior" and l.l'le ITOCHUITo\Nbe llanloact.or!, In lddiiJDr\. 

T- Wwnot rarYd appo•-•tety Sl ~~.,.... 0( nGC l)foc .. ..:. 

on 1119fi lrOtll lhl! •• --=• ol I 6 molloon ~M'f'' ol Sene\ M 
Prolor rod !>40CII end u..., , .... ,_ p<oc M<l\ 1 ,_.,.,_ tD •ecluC D 

dc-b4 hl'!'le Wa,,_ altG lbO'rfMf'01 5<&81 lnoi!Mw\ unc)c!f ICS Sta.:a 

Optonns Pux.eoect\ C,.. f ecllrty and ~ ttw prnc~' thO!~ 

frOift &o lt'pUI'CheM ~--M .. J' II 4 milhon \hale' ~ IU. 

common \tncll at an lq~t• C0\1 nl t•!l6 rt~rllonn 

f .... 1.\\.ltt\ efti!l tiiVt IOOW\ ol t:ettll<n COn'OOhdallld le'od 

lolltC lln,.,.ltd.._ecl \utr'-'OatiO\ ol T omo W•'""' ., .. ro"IIC!ecl by 

cc-n-• fl'liiDMng and ~ner1ohop a~'l't'fftrnt!~ f"'c n~ort\ end 

c a-.n flnw\ of TBS TW£ and TWI r.ah~ ••c rr-.lrc;t~tc.r !ly tile" 

to\P"f.l••o ~ c•e<f• .q•_,_, .. r.oogn oacl'l ontiCy ' ' 



perrnllt.ed to lnCIII' eddeionll indi!IMCJdne\\ to mAke f(NIIl~ 

.clvences. dlt.tr~ ancJ other ca\11 pa,_., 10 lwnc• 

W¥~. wbfl!tllo b ~ compeoance _,.the f ec.h l'kl"' 

covet'lge end ll'wetage ratiO covenants concau~ed tlwo<Mn 

f utlhe<. undlw t.he I'W( ~r'lftlp ac,aernonc. ""' aue" end 

U~h llo- Of T'W( lie uniVaiiM:IIe toT ... Wa"'"' t"'Crpll 

INQo'9h ·thf' p8J"'8"1 ol certain IN!>, retrntlurK'f'IN>( " · Cd\h 

CS.$t,._ and laal\\ . ...._h .,c: 'U£1teetto .,.,,...coon•. 
Men~menl believes U.C TNW'Ie Wari'IC'r'\ ~·11"9 ce'!.h 

no •• ca!>n ... a manr;etable 1of!Cufltoes and addaooMI borrow•ng 

capacotylle \<Aoc_. to f~ •• c..- and loquodtty nee-d~ 101 

1M lore:.c:eable IUiurr wlltlaul dl~trtbuleon~ eM loen~ ltom ''' 
,~.,t,c;tf:(l Wb!>odl8nt'!o . .nc~ TW(. 1tbo11t' IMV p<'fmtll1!<1 

by C:I1\Ufl9 I<Jfee!nC!'ftll. 

t•H .F.-..ciel C........ AI Dec.....,., ll. 1816. the 

E nlertlllfllnenl Group hacJ t ~ 1 DdiOn ol Oebc. S 1 S billiOn ol 

Torne w.,ne, c.-rei Plii'U*I' ~r Cap•"' ~ J6 1 blllof)fl 

ol p411'11'1Cf'' Cepl~. COfiiii"'MIIO 16 2 bi*on ol a.bl. S I ol l)ollc)o 

ol Jtme Warrref c-,.. Pllltnen' SeNor Cap«el anct 16 I bllliato 

o1 pert,_.!>· capql ... o1 the 11 H mllloft uncolectt:<l pon1011 

ol (he noc.e tOC .. weblll "-U S W[ S n M O.C....tMPt l1 . 11UI'i 

C:e'!.h ana equovaiC!fiiS- 1111 mllll()ll at O.Ceflllbef J 1. 1111Mi. 

competed to S2ot ..-an • 0ecefllbet 31. 1M~. •~"'9 the· 

""bt·nat·ol·ushllleo&ftllonhe[,..e<ta•M~ent Group to iS~ 

~lion end 16 bAG~\. respactively 

Clectil lteli•tlc• (~ C.roup klv~• and covo••qr 
rauos 101 1996. ltll!> ancJ 1119• -t: a\ lollow\ 

- ...,, __ 
-"· "" ''"" lllfo4 ---

.... CIIIDIIA4f"lll.cl ( .. fDA 2 •• .... J ~-
""'"'~[Bil~lrol ..... 4 •• lAa lh 

tM ..-,0 I()I.,Y_r..,OI b JftS ~_. ""-'<J tO""" t ... .,lM.,...,.. r .. ..,._, J,M'UI fQ1\ 

., ~ .... It ol k('JIII ·~·.,..."'fiG .of';(_..,,., .... ~ .JJ ~~~· 
,.,,,..,~.., ~••·• ra '"'~ ••...., #fllttiH!I.,._Jf__. ~ "" ...... ,...,. J•~' 
,.,._.,w ._,..1 ~~ ,,.. ~•ftl ,..._.,. ul••~ w ,...,...,...., ••••" 

II ()niT I J)O't~ nf -... ,., In ............ un k.) ,. • .,., 1111111 dMJjl ....... 

Ca.tl ' '- In 111116. the f ntart__.•ll ColfJOjl'\ u\h pro~ 

by oporltiOn' elftnuntl!d tu S 1 9 1• ~and tf'llrt..lf'G $1 ll4 

~n ol [BIT!» from tlr f ol_.d lnt~worwnrnt Werrw'f Bro'\ . 

Broadc8'olln/jl· The WB NM*Oik, Callie:- Nc:-tvw,h HltO a11d 

Cable buwnona\ and S1H m41o<"' '"latnd In a rnct..-tiOtllt\ 

work1n9 capt~~.-! requ"-"'' ol""'' belenc e 'I~ acco..,.\ 

and nonce\h "~"'" lc!U IS 1l molloon olontMec,t payrnenh, 'til 
""'i>OII ol 1ncorne teae~ Al>d $611 m~IM>n ol <-llfpot•ll' ••peon~~ 

C nto prov1dt:<l by ~ etro.; -. ol S 1 • 9 ~ Dliltor> '" 1 911!1 •rf1or.<'tc<l 

12 0~2 biiiiOil ol busone\\ '\e9''"',. fAll OA and "~~~ mlloon 
e~tod to e reduciiOII 1n WCJtlunq c aprc.al roqu"~'"''l'f1l\. ou­

balanf ~~ kCOUIIC'!> llna rl[)oll(aVI•rm~ .,.,, S!l71 m•oon 

fJI ontert. '>t paymf'nl~. S 7S molloon 011 , .. ome IUc\ 410\C:l 

164 rndllon ol COipotllt e•JX'"'>"~ 

Cull,,.~ l)y IOVC!'!.U111Qat INII14 \ WA\ $' l" J tMI!or• on 19911, 

compare<~ to t J :.0 moll1011on 1119~. P'lfiCrpellyac, • ••\oUil ol a 

$!108 mo.., c»crea'W! on IOYP'!.IIIWIW p<OCK'G'!. rra~llld on 1119!. 

In C:OOili!CIH'ln """" tftl'*j!Cinf'nl '!. ""be trduC,flf:lll P'Ofil' am el1d 

1110'* upotal erpendrt""' C'.epllel ""IJencJoi&J<II:!I. oncrn\Od to 

S1 711 IJIIIton In 1i86. C:OfttJ*od 10 11 6U t.lleoft"" IIIII~. prone!. 

pelfy •~ 1 reiUR olf'IIVhet upaai'PP'Idmg ny the Ca.,... Dhfl~ 

Ca'!.h u\Od by nn.nc1n9 actMIII!•. ••' 16~2 mlllor\"' 1llllf.. 

comperod to 11 1.01 boMoon 111 11111!1 P'WW"Iflally ... a,...,.,.. ola 

~ ..,,.. o1 Or.DI reo~JuetiQil ,.,,..,,f'd ,., Hilt~ 10 u.-..ct101111111lh 

~II'IC!nh debe redul:._. P'IJC7•m end all SIJ~ m'lloon 

decruw on 01111 dt!.tllbUilotu peid to Tme w.,,_ oll'loe'ltn pert 

by • IU3 fftllh(.on df'oc•••.,. on collie~.,., nn lh-' note rec~~tweblll 

lrom US WEST 

Menagnmil,.. ~~s t,._t lW( !o operll""!j uW'l Row. CIJ.h 

end equovak•n" end aadllannal bom"""'9 c ap.ac.cy Ale sJrocoent 

to IUtld ~~~ cepttttl end loquldlty ~~lor '""' lor•..-•!*! lut11e 

!.llll.e tt11• IJO•goonong of I 1194 I wnr w,,.,.,., < abll! Nls b(.~n 

engaqcelon • plall to upc;radl' th41 IO< hnologl£.111 c..a.,.~cy end 

retle~Cy olltS C llbir' l~t'!.IIOft ~J~Irm"> and do•vf'IOp ,_ 

~If'"' •hoch • bl'heVf'\...,. pouuonlh<' hlt\Uiil~\ lm 

'"YaofW'd 10<'9 ccwm t,~ro_.n l:aiWUII\~"""'~ 1>1 lwr:r w.,,..., 
C.tblfo U'>Ciudll>(,jl,.. table OIJI"'"oon' 01 booth l 1m I! Watrtel end 



TWE . .wnounu .. od 10 S l Yl billion'" 18116. cornpwod to S 1 l'V 

blthon '" 199!>, and wu flnancea on part through co•uoM on 

IN! note rKctvat* lrom US WEST o1 1168 l!lllloOrlll'l 19116 and 

1601 milliOn"' lHS Cabll c...-c spending lot lit1 a\ 

~eo to be ~l .. dy et ICIP'Ocometety 11 6 b6on .,., ~ 

ClCpe<:leG 10 ~ llolllded pnnc:ipeiiJ by Clble opetM"Wjj Cl'!oh flow 

111 uchange lor C'!l'fUrllloxlbiliey m e~ablt~ ubte race 

pt11C:ing WUCUit:!~ fOil~ \OIVICK 0\M "'efl lniiO c/lc( I 011 

J~~~W.M~y 1 1 t96 and c.on~s.t.ntwcUI limo W1rnet Cahk". kw1y 

trrm Wa&f:QIC plotl\, Tmc Werner C-*1Y'I9'eed w1h thl' f<. C 
IO IIWI!t.l a lOCal Of J• ~if' Clp!( .. COIU 11'1 C:onno<:llon .,..ch 

tne "P9'adr cl tU cac. Wre~r..:ture. WftelliS eapoctod to 
be ... uo .. ,.,..IAI!y completeo o- a r•~ ·Y'!II penod eno.nq 

Oect:!mber ll. 2000 Theego-ll•tuhefCCco_.., .. ol 

thl! cat~~~! opeteuoM ol TII'W! >lierrtflf C8Die.lfiCILOnQ lht OWf'KI 

()( m•N91!<1 cable tek!vllelf\ 5ysu~ms Cl T~~t~e w.,_, TWE lind 

the! TW( -AdvenceiN~ Pett.-lhlp ~nc c•pech 

ICJ COI'I.Ir-.JI! 10 f111\811Ce1Ud\ level c1 inw-51~ punc~pe~ty 

t!Vougttthct ljltOWlh In c8bll opareting ceil\ now drrtved from 

•ncrrawt~ on •ut .c.rtbor5.,., c8ble retos, bal1ll credfl •9'cem•I'IC 

tl(JOOW"Wj~S tlftd the do,...._ll Cl new rtntenue ~trC!-"' 

from c•panoed progr~ opuons ""9" !opiiC!d data 

.,.,. .. mlubl end au. ~e\ 

"" dt~cunod a..a-. Tllae War,_ C..IJeYet that rhe vllluc! i>l 

(Cflitlll oll· baiii11Ce .,_.. ...... ~~be con\IOC'tOd. along 

With oo ... leeton diKut.sed ets.wnero hOteirl. "'evaluiiiii>Q 

the Co~·" Atwnc.., ~ .,., profoj)ltCt~ lot fu&~r 

'r~ult\ d ()Cie'etiOfl!l. .. lftCtucan9 II\ ebollty to lu,., ttl. caprt.., 

.11ncl loquodlty nec!dS 

lfll•"e ... An.-I AS I C/~1101' 8ftd CII\Crabu!OI d btii'ICk'd 

wllo11nauon ancr~&'flltapyr~hC<\ TMM War~ and 1~ 

E nte<t .. I'WI\C,.. Group twwe a ilgmloc anc a moun~ c1 1'>1<'' 11ntty 

gnncretc:d •ntangltM auet!l. - ... ~ vaii.Jl' 1\ nor IU!tf rrftocted 1n 

tholl '"'POCUYO con~lloc:ll'lalln< 11 ~necot' Such Intangible 

a<\t.et!l.e•~ e<:I0<\1> '"'"' w.,,..,, ~ ll•lrW"Ipal bu .. tnev. 

lntero\U, Dulle br~t IIU!mplor.rcJ lly flmf' Wllt~r·\ COIIM'Ctt>n 

01 CQPJflgheeCI mu'\IC JWnlliuct ''" ltbterte' ot copyugtwrd lalm 

and ,....,.won Pfod~Jcl entJ !I'M' crc.c...,. c.~ e•lf'n~IOI'I ol blanch 

CA.-.., IICCI!p4f'd IKCDUI1llnQ J)'lnc.lplc\ do nCJC rocQgnllC! the 

Ill lUll at ~h 1'\n\\ ,..((1~11 •• ct ... Ctmr !hoy II,.)' be et"quu"d 

111 • bu'II"MMS\ cnmblt..,.llun ac 1 nu••••tl trw hy ttMI pu•<.hA\11 

lftl!'lhrw1 ol !!' f IIUIIII<KJ 

ft«MJM Twnc Watrwo• nwn' lfl(• C.IIP)•II,jhl\ cu such trentlvr 

rnaiOIIII, I( C0nii0UIIIIy9Cil0!1Dir!> ••·vl'll~ lhrnugllthc !~.lift cl 

.. UCh ptOCIUCU.ICfO\ .. <Hfl'fl'fllt mi'Citt1 olncl Ill ni'W 8n<.l1!11'1!oi111CJ 

merlll"'\ Hr. 111Jur. ol f1lm ariC1 tl"lrva\oon rf'lltlld ropynljhlirel 

product.,., treGomo~rks IS conh,_U\111 •rllltlt'<l by the llt't~n\111(] 

cll1lms aod ll'tOv•Wln .,..,...,.,to \N •on<lary r~ ... kf!l" 11"0 liM' 

lol't'n\lng Cl \ladf"met•'- \Ut h 1\ the ( CIOitf'f IUIII!J Cll•ractct •. 

and BMmMt to ll'lc •.:~•• ,.ldu'>lty •"!:! Olhef matllet~ In add~ton 

toclln060Qieel edollntK, lUCh •~ ltwo uurOO.ociiOtl 01 u ... c ntnp8(;1 

Clt'\C lrw:l llQm4t vidooc •~'\.t'llt• ,,,,_, 11110' end potrnu.r~ily lllr 

dlgllal 'ridoo Cll!tC "' tho luh.rre. hllvr ht'>IOIIC..,. 110nor aiC'<I 

!tl9"ifount re~~«~Un opponunnre' thiOUijllt the! ~cp.-c: ugrnq and 

\Ill/ rl wch cop1rlljlflle<J J)'notocu on liWII'W'w 1 N" hnolnQtc.•l 

fo,.nat ~COl~. wet. ~ntatlgtbie n-" have \I:Q'IIIIC-

otr ~e u-t 15'\Ct VIIUI.' tl\al I\ 1'1<11 r .. y rellrlt"ted In t~ 

conWIMdated bat•nro ..,_., d lll'nl· w ..... , PONI ""' 

[nt""..,_. C.rn~o~~> 

r"-d £nlwl•~• ••elliot Backing •epre~nt\ the amoont 

01 fUiure ,.wenun not yeoc rocooded ho111 c et.h contract !I. 101 tt.t 

llfl!l1\l"9 Olltwatrocll and tt>IIPVI'\IOtt JWOdut'llnr pay c .,J6C 

bll'"" cable!, ll!f.otll and \yfl(IIC.1111r<l c..-r~oaon r..hlbrloon 

Bacll109 o1 Wa•l>ef Btos .tmount~ to S I '.01 bollt011 and ., 0!>6 

DrHion at 1)(.-cem~ J 1 19M MICJ 199!> rr\P«IIW'fyi•IC lud•IWJ 
amnu,.. '> trlellf!V to tne loc enWICJI off•'.., PI odut 1 to I llfte! 

'Warnon, an<IIW£ ~ c•t"' tek>vli-101> ,....•or'-\ nl S•lil m•IIIOI> 

and S 1 7~ m1111on '""Jlll!'fllvrtvl War~r Hrn• r>acllcog 1n<rca~ 



pnnctpaily U II......, ol w licon'lnQ o1 tho hit tolovlowon !W!fle5 

frmnrls 11nU CRfOt dofnnlle ')'ndlcauon. u well in lor 

f' •lublllr11"1 on T line w ... .._·~ cable tcloYISIOO nci.'IIWO!'l. ~ l:>c1;jlrvll09 

en 1998 Dacklog 011~ recenUy·t~equlred film p.-ocluc:uon 

c:ompanr\ ot TBS ~cello apptOIIITIIItf!ly Sl90 mtlhon 111 

D~>ecmbf'f l t , '996 (II'ICiullloQ amount!. rt!'f11Ureq tv I! I(" lou~"~'''9 

01 him p10duc:t toT IMCi' w.tnar 5 cable telclv•soon r>ervt()(h 01 

opptoaematrly 1.90 m•IOc4 

Because! backlOg gene. au)' relates to ct.•llracts f()( tiM" 

hcon~ oltheamulal'ld Ia .... ,__, p.-oduo w~ch l'lllvl' 111foldy 

bOOn PfOdUC:IId, I he recognAAOn OlrOVtlf'luo lor ~ch rornpletlld 

pr()(Juctl'> PflnCipM!y onty ~ldcllt IIJlOf1 t~ comm•·nu•ment 

ollho <l¥&11.abtlny penod lor tl!locas.t undel' tho tt11ms. ot the 

rclatoo hccnsmg 89ll!tllhefll Cash UconsJng '"' 11ta colle<:too 

pcfiOchc alty 0- W t.-rtl rl Ute taYlCCIIICIWI~ .agrwmont!o. 

Accordingly, the poroon ol blcklog lor *~h Cll\h ad .. anu5 

have not alteady becfl teel'iwed ~s 119nollcant oil· bal~nc ~ ~tK'f't 

ass.et 11al~ u 11 SOU'Ctt ol fulutf' lundtng The! biiCklog cwcludr'> 

adycrtlsing bartl!t' COt'IUtKts. which are lll.o e•poct«l to ro~ 

1n 1~ future ro.-.zauon ol ,.....UK and caih thiOUCJh tl'le wla 

01 advertising spoa.111C..,_, under I.UCh COftCJICU 

IIITllll:lf IATI ..0 fO.lliOI CUIII:•c'l' 

IIIK MAIAGI'IIIIIIIf 

lntaraat Rat• S••P c..trKU Tinte Warl'lllr U!oeS lnCe!MI rate 

swap conuacts 1.0 8CI)u'lllhe propon;or, of toUII debe tnat Is 

<;ubject to 'tlllfiatlte ll1d re~IICI1ntete11tllle1 At Oecembt'r 31 . 

1996. Ttrne war- "-d -HI lll(e ""'a~ C:onltiiCIS to Pll:f 

lloAUng·rate~ olli'"UrHI .. -89• wa·month li80R rate ol 

5 1%) and roce~ve llaed ratn ol or1tttrntilllll!f81gt rat~ ol 5 ~%) 

on st 3 blllit:ln nooonal.....,t ol onU4!bllld~s. *I'IICI'1 rosultcd 

1n IIPPfOXknlltely "'"' ol T- Wari"'C!n unoetty1'19 debt and 

4 )% o1 tile! debe ofT- Wemer 110<.1 the [ nlllfllunmcnl Group 

rombi<>ClcJ, bc>tng ~~ UJ .. arlabla tntaros.triK(JS At Oecambc< 

ll 1995. Time Warner hMIIIlUltostraUI swap t0f1tr11Cts on 

s 2 6 b "''on 1"0001\ai amout'l o1 ll'ldcDtlldne' !>. 

.. 

FOtaien tac-.a Cont<Uh T1mo WaJ,_ "~'> IOfco<jl'\ 

Ci'achAnQC contra< t~ pnmar~y to hedge tho t~sk tr•a! ...,.,..,,!lad 
Jf hAure royalie~ and IICcfl'>C IOO\ ~ to T lmfl WorrH·r /)( 

1 WE d~SIIC ~:JoiTIPIIniO\ 101 the! ~"lc 01' antoc1pet~<l 'Wic ol 

lJ ~ copyrtghiC"' pWCILifl\ III"Cia(J mlly be a<l"""<'><'ly all~tetl 

by thllnQ(''!. ~~ IOtetqn currency •'1Char>qe rete\ A\ pan rJ tl'> 

o..erall strat~y 10 m11na9" '"" lc.cl ol napo .. 16to to ltw ,,... ol 

lorl'".iJI"' currrncy t!HhD"':l'" rato IIIKtul!tQl\. !Jmf' Warr ... r 

ho~' lfiO'IK•n olll\ and IWI ·., fOrntl•ncd lorc~gt~ currcnl y 

ll•po,urol aniK.IpaiO<l twor u., nl1\t•ng twelve month po•11od 

AI [)ecembol' ll . 111116. lii'N! 'o\l'.lfnt.'f hed f'lrKII..ety he01Jr>r1 

approaimiKel)' hall ollhe combined e">llmatlld loll~tqn turrrncy 

cxpo~uro\ t~l p.-lncJpally rol.atl' to antoctpatC"' ce\h Row\ to be 

romntoU to the U ~ ovrr the on'!.Uinlj !......clvo month j>('IIOd u~1ng 

lorl't~,~" e•c~rtQe COOIIIICI'I. that t;••no·•·l"Y tvlvo m"t•tlltll'' ol 

t~uoc month~ or Ill'!.~. whoch aJII g•·n<JtAIIt ,,.,.,a O••" to P"'"'ac 

Clon!ln~n(jj tovl'!raqe lhiOUCJhou1 U•c 'tf'• line War~r nl\cn 

clo~ loreogn ~·c~ ~le conlf,lCI'> by purchn~ an 

ol'lsottiO(j pur~wccntoKt At Ooc-Pml>ol ll . 19~. Ttmtr W1'111.-; 

hlod conuacu. lor tha ~ ol 1.441 "'"~on and the purch.ft~ ol 

Slo.t mollan 01 IoretO" ct~rl!fiiCoos at f1rC"' fiiU!'\. cornparrd 

to conllacts lor the .. 111 ol 1.!>04 mtl~on .net the puch.lo~ ~ 

S 1 40 m111on ol ~~ cr~ranc•5 M liecernber ll. 1 1111) 

Soc N<M• 14 to the accompenymg c omol~ted 

fln.allC.Jal 'IMom••nu lor • more compr,._,~,. dt•'I.CJ1"'1J<>n 

of ftme 'o\1'1111~,·., •ntt<l'\1 r11t,. 110<.1 ''"'"'911 cUirrll< y 11\lt. 

mllllii<Jf"mc!lll MIIVII'""5 



Consolidated Bal.ance Sheet 
~ .... JI ,_ ______ -.rul 

ASSETS 

Cash and cqawaleru 
R«:crvilbl~. Ius llll~ncl'!> ol S!l'/6 ,_,1(! S 18b nuHi<J(l 

10\IMIOIIC!'\ 

Prepaid l!llptlfl~ 

101.81 c11rrnt ·!o~IS 

Nonc16rr.rol CliVI 1110 eq~.WWicnts 

NotOCUI'fC.I(IfWCntOf'JeS 

JnvC:>IITlC1'11\ "'I!W'ld lrno..>~ our 

to and ltom tntcrtanncrn Group 

~hCt lf'IVC~JTIC .... ~ 

Property. p\lnl afld ~mtnl. Ill'! 
Mu!Jc cota.loguc'!i. cones~~~ 1nc1 c:oprr.ght<. 
Cable telron!.IOI'I -.O(l 5.pet1S. franchi!.<:". 

GoodwoQ 

Other as'>ct'> 

local us.ct'> 

411 

"" 

·~1 ' 628 

2,f11 1 . 1~!1 

941 Ul 

U)Ol 194 

t 811 1110 

&1 !IH 

1,698 

~ .8lt !>, 1}4 

91!1 ?389 

1,986 1, 119 

1,0J!> 1,140 

4 201 1 6Qb 

12.411 H1.l 

1.10~ !164 
- ----

' 3!».()64 s l1 111 



LIAa1Lilfi:5 AIID 114A.(MOL01·5· lQUif'f c..,._..._. .... 
AccOldS peyMIIII • • 

Pei\ICtpttiOnS. ~ ancl P'09'8f~Wftt~W,j COilS. pt111bie 

0etx due _. .... onr ,_.. 

OV\er {;"'ern liabll&rs 

T~ CVYI!flt ~ 

long ·lent! detl« •• 

Borro~s ~\ol lut~ s.IOC:k optonn proceeds • 

Ocle"ed .ncomc u.ar-. 

Uneernc!(J poruon ol pMd WbK••JliiOOS • 

OU>e• ltebolloos 

Compeny-obllgaUid mtnCIIIIOt•y re!deemeblll! pt.terrl'd !>t.OC"c.e.,. ol ..w~ .. .,. holdolliJ 
!oOiely §Ubol'doNiad nat~ ana debonWtc\ o1 ~!>od .... _ ollht! compan,-

Senes M .. C~ ptefetrecl tiOCk. I 10 par vllkr, 1 ~ l m••on V\&IC"i IIYIIW•tM 

1 12 mAon \~\ito~ CILUCMidlng enoS 1 720 tllltOn ltquiCJMIOn p<1:lerencr 

~ ........... , 
Pre:' sred Mod:. S 10 end S 1 pw .,.,.., 2 :;o muiiMJn W.r~ aiAI'uotllt'O. l~ 6 mll()rJ end 

211. 7lllllian lhlres. ~ U SS9 ~ eno l2 .H4 Wllon lqudallon prefl'fence 

LMCN-V C~es. Common Slack. l 01 1* ~.50 m-.on shar~ alll'-i!M. 

50 6 ~ ~ ClUlliUnCing • • .. • .. .. .. • • .......... . 
Convnon MDCII. S 01 ..as 1 I* v.ut. 2 bolltol'l s.n.re. autf>or•lf!d. 

soe • ~ ....a • J . 7 ...-on "..," OUI511!ft(Jftg 

PeiCI·In cepllal • .. ·.. .. 

Acc.-nwled <Je(~ea 

Total ~c:fiOICiets.· equay .. .• .. .. . 

Tou.l Mbiltue• lnCI .t.f:lflOII:Ie's.· eqlolily • •• .•..••••••••••••••. 

s 11~ 

1.196 ,, 
1.080 

4 01? 

11.11] 

468 

4 081 

ro/9 

~b1 

94!1 

1 f>11 

!) 

,, .;>'>() 

111!•1!1 

•• 502 

' 3!1 064 

W ~ JJ7• ,....,,..,.... ----,___JoT,_,. -' 1- .,.._ t QIIIO\ _,_, II I-_ .. ,,, I,.'>(W<> .... 
- JIQa _., ,_-,.. •• 

•• 

ltv\ 

' 611 

1~!> 

J4 

1,W 

l.on 

9110l 

3 410 

6~4 

!>Oil 

941j 

lO 

188 

!1417 

12 H)) 

U17 ----
'22.131 



Consolidated Statement of Operation.s 
_,_0.-ll ................. -~ ... , .. , ·--------- ---- -- ·---
Re..,.,.,..~-1>4 \ tooec ' 1.087 ' 7.38t 

Co~l ol •evcnur,- ~911 4 68Z • )01 

'>ellotw;. CJC'f~ral ~ .ctmn~liiHI'I't!- ].176 J ... 2.371 -----
Opcfat~ng expenws 1.0111 UlO Ull 

8u!Wnc~~ ~~rne~ operatll'lljiiiiCOI"e '*66 69'/ 113 

lqu«y "'.ptelaa 1nc01M al (~.lllllftent Group• :>oo 2~6 178 

l~e<e!oll ancl ott~. fll!t • 1' .1141 JBHI (724) 

Corporate e•~s• ... P• (741 1111 - - --
income before 1ncome taxC'' 1 8{1 

Inc omc tluC'' tl btl) !11111 111101 

LO!>~ before ertr IOi'cknery ll!m !I 'Ill) 11141 (911 

fxltiOi'dlfl.,., ln'-S Of'H .. I'D"llf'C ol daCII .... Ill 11:' llliMlrMI nurl 

SU1 m•l•oo IIW'IIrTIIJ ta• benrfl"' 14J'ib lind 19V'> rc·~fM't tovo•ly (!!II 141) 

1111•1 ""' (11111 11661 (91) 

Prefl.'l'ted d"'oCiena teqUitCmcnt~ {1~1) CUI 1131 

... , ~· applic .111e 11> c-at-.••• \ (441) ' ll'18) (104) 

Lo•• pe• c-&hMe: 

los!> bdae ertraotcW!ar)' lle<n ' 111~1 $ ( 46) s 127) 
== 

Nee lou ' 11041 ' I!. 71 ' lUI 

,. ..... ~ tftarM 411 2 lUI 3711 

IM ~~ fiW ,_,-'P ~ ·~ •--If'!' lf011f UMKK,_,.1o _...,_,,.I.,._.,~(.,-~.,_, •• ,.., 19IIMM/ ~ b VW ... -,........, 
o.c- Jl IPIM I_J_I_ ·~~"""''"',.;;. ,_,._ JlU•....,.. 1/01 ___ ,,,_ '""'"'- Jtllll- Jti~--
S/IIlfl- '"*'!/. ~----•<~t•"'• 114- J~6 ,..,...,. _, J<l"""""' _,.., ,....,, ,..,... rill--•••• Gmup J(/9> _, 

J1951--JI11Q- _.,_,.,.""'\,... JIIJI•- 1/l'f/•.....,.,_,JtJ- - C"'fW" .. ' '- .....,_,_ 1414 _ _._, 160_,.__,11. 
• - u• 

u 

•J1 



Consolidated Statement of Cash flows 
_..,_ewe-,,, ...... 

··~- .... ~ , ... 4 -- --
Oper•ll-• 
Net IO!>'> 1 PIIH 11661 1~'1 

AdJUSZmonts lOt noncaSh~ nonnpc~reung lem'> 

btl aotGil'l.w)o IOU on rec._. ol dotll )~ 4/ 

~r-c•atHln 1nd amOtlUelU\ , '.IR!I !>!>9 4)1 

!.lone •sll 1111~:res.~ e•~nv 96 116 1'9 

ExtC')\!> !defcii!OCJ) ol ()~ntlul~s 0>1~ ~y., p<f'Ce• •oc:c>mr 

ol Enl~lnn'IC!fll Group jb]) 1101 1~61 

EqUity llliiiC<lllfte ol OIIIOr lf'IWs.lee, comper~to~. net ot Ol'lltlbutoor~~ ~~ ll (lf>l (11! 
Cn.nge' In tlpefMtnq U'f!U end l .. bii.IC!!,' 

Rc:t.I)I'IIIJblc' tl'l! lf>ltl 141) 

~101M!!> I' ftOI ~~~~ Ill! I 

Accuunt!> pay•ble and OCheo tloOD~IC~ (40111 160 114 

Olhf·r blllance \teft cl\l~~ 61 I)') I) 111111 

1.•'-h prov*d bt Clpf'IICICII>'\ l~l 1 o-.1 411 

ln•••l"'t AciOtoltt-

'""'c-.11nc-roes IIIlO o~<:~10<•\ 1/f>'l 1)1111 !18 ,, 

C~l @•pc!Oditures 1411\o 11f>f>l 111>41 

loo.nllnr.f'C P' oc. eedS )'I! llf> Ill 

c~ u'-Cd b)' ~lllng ~ 14H) 12111 &?lll - -----
fifteo.cloot Acll•ltiu 

60'<0WrftC}~ l 431 2,01l ~111 

Dl!bl fe!pi)"MI'IIS I!> 1111 )} 6911 11.161 

8orrowong• *;J~ f.aur~ MOCk optiOn ptOCec!d\ 4M 

A~urCI'IaW!S ol T-W•~ Cotnmon 'IIOC.. 14~LI 

o-.....an<:c ot Sere~ M Ptwfwtoed Slock 1 ~~0 

I!>!>UAncc ol C~-OO'IgaMd mar.a.t\01'•1) ·~mall.,. 

ptt'fNI~ M!ttl.a'lbe\ of~ .... II!\ 9•9 

()o., Jcnds l*d t1llll fHll 11 ~21 
Stock opiiOtl 8ftd Oovoo:Mnd ~'~~'""~'~,.,. pllln~ 10$ 106 H 

ou .... ptonqp..,. rlnM'It.-.; (.0~" llollJ l'-111 (fol 

(•~" prrw~ 11.1~ by r.,.."'hV .-<:tiVhr" !~(.()! ll) (I !loll 

..-.c•••u IDecr••••l .. C•"' .,.., l:qw•••'-•• 16111 !!OJ 81 

Cult.,.., 1: ... ••1-ts •' ... _,.. ol Pe.ttoct- ' ··~ 1&. 100 

c • .-. .... I: quo••'-''• " ~: .... •• ,..,ood- ' ~~· ~ t lU ~ 111 

1411 trtll'lluGf1 Cal,.,..,_, f'lDil'll it#f.,_ f ltlt Mtrl 411'1Nt....._'l .tJ &Jfrt'r .. ..., Jl f?' ... .. ~•1 I "''1 
*'91/11C.r~,.,,..,. 



Ce1selidatt,d State11ent of Shareholders' Equity 
......... c- ... , .. N~<-1.6,__ .......... 

......_ _____ .... Socoei. ,_. ~ ....., 
IALA•O:( Af O(C(WII .• U , 1tU $ ' l/8 \ ? ~H \11 HGI 1 110 

IIIC!tloU 1a11 1911 

ONdenc» oncOIIVftQn YOck. S l!i J* lharo lllll Ellll 
Otv.OCnds on ~ 8 J"f..,ed IIOCk • S8 211 pc< lhare 11 )) 191 
s.tvrm. r'l.s.ued pu<\oMft to 1oi0Ck opblln. Gwrdond ro~mton~ 

•rod bc!1111!fll p .. n!> 11 ....-on ~I !t] !t4 

Unrc~<lC!d IOS.SCS 00 CCIRM' ti\IBetM!IIt equity lf1W~Lill<.•a'> (I~~ U!tl 

OUitat (6) 18 l? 

a•UAii(;C AJ OlCIIIjll[• Jt . 1tt4 )HI 1 ~~~~ P .IJO) , 1411 

N~ lOS~ (Hofil P61>1 

ONrdond~ on COfiWftOn WJCk '36~ \hllfC' llllll p lAl 

OollodP.Ms on Sc~ 8 l"f••ed woo S6 •o per ~,,. IHI I~ I 
DNICJI!IJQ!> 00 Sen~ c o_ G. H lind I prrll'flr<J \10( .. . 

U I !I Pf'' V\llrc Pt!f yfllll _..~- ltOm 111c ·~ uwo 
0.1\C\ ol ., .. ,.rrcc 1441 IHI 

l~wancc of common lind prefl!rred \IOCII rn ll'le K8lCOM 

oand Summo& ICq.,t,aror~s (14 llnllooll prele<red VIet~ .arll.l 

2 6 mrl!lon commao ~ u 1 361 1 lB4 

IsSUAnCe of prefenC!d SIDell WI V'le ITOCHU~ ltlrrYCiroo 

( 1 S millon VOate\1 . 1!1 llH l ,HO 
S.I'\Aru ·~ Wl!<l Jlt'~ 10 ,aock QpCinfl. Cll¥10ond r-_man~ 

ano benet• piiiM t) t ,._, srwe~ '11 116 

Urnahzed loU#., on c~ rnA'Ut~ f'qUC')· '""C'Sirn...,.' Cl4) 1H\ 

Other (1 9 m•IOn \1\eres ISs...d\ 2 11 16 -----
tAlA.C:I Af Otct_Ma(·· H. 1tt• JO 111.11 !>412 tl Ill! 3661 

Ne! 1<1\!> ' .... jill) I 1(11, 

ONIO!!nO~ on common II&OCII lleJ* .narc 11!1~1 (1 ~~. 

CJNII(10nds on s.:.- 8 poelened .. oct. u l6p.-.v-.. m r:n 
[lr.,rir.nd~ ()IJ ~ 0. (.f. G H, lllftCI J prcofctrtd 'loltxk 

S I I~ J.X'' 'II\IIC! p llJ IIlli 
Do..rdlrnCI'> on~ M •achenQie.,_ ptdl'frC!d lot()( to 

1120 lheu..aucl ~are~ pe.a .,_.,W'Idl PnJ PUI 
lo;SUoilnc" nl common M'1d p-t'fefr'ed wock on tJ'lr (;VI IKQt•-..hon 

16 J m~loo<> pr•P.trf>d ~e'lo and 2 11-l•nn COrtlrtlOf\ VW..,.l ' 61\ 6111'1 

~roucuon on p.w "..._ 01 common \IOC:k 11rld prrfl'frt'd ~trxto. "' 

cortlll'("tooo• ""'"'tile TBS lran~uan Ill! 111111 4'4 

1'>'\<MiflCC of COfnl'nOrl WO(;ll "llle 

TBS Tr*'\~CUon (173 l mlllloC)n \hol't''ll l I'> Ol!> 6 Oll 

'lriJUICII•'"'~ 01 tome W81nt!'< CC'l191m0n \lock Cll 4 ,, .. ..,. Vt.¥....,1 (11) 14. ~· 14~61 

">hot,.., "\<.rd pu--N to $IOCII opUDrl. dOtiCJrrl(l '""""""...en! 
o1rll.l tJc,.,(ot pl&n~ (4 6 m•IIOfl ~ 4 ,~, 1111 H!> 

Untcahzoo gam\ Of\ Cf'l't~ rnaril4!UIC* ~y on~wnen~ 11 11 

Olhc• 11 8 m•• " .,_., o'lo...-dl 1 II 1!> 

•&lAIOC( llf OlCf ... rlt tt, ltU ' I • Sll.UO '12.7~11 I I "'1 
ESCl 41 

.., w-.-. Wit-_.., ttltiloiiC .. va.. c-s~ .. _ .. •• .. ~ _,,.,~~~ ,,.,........,.-~~~ 
.._ ... ~-" 

•• 



Notes to Coasoli~ated Fiaa•c:ial State•ents 
1. OMGAIIIlAltO .. AIID SU .... Afft Of SIOII .. IC:AIIT 

ACCOUfljTIJoiG POLICI(S 

Oncrlpt-. of llu•irwn On OCIOOc!o' 10. 1 g116. To"M! Warne< 

Inc I" lome Warner· or !he "CoonpM~y1. ac~ad 1hl! rom.<nollCJ 

80% Interest on Turner Broadcawng Sy~em.lnc . rTB'51lhal 
II dod noe already O.WI\. u mote fully dascrlboel rweln (Note 21 

As" rrs.ull ot tho~ ua~IJOn. a,_ P*- company-~~ 1110 
nam(' "T•rnc Warner Inc ·replaCed U'le Old parent company of 

tnr. o;amc na"M! 1 'Old Time! War ret". now llnown as T1mo WarrttOt 

Comr-anoe~. Inc L aod Old Tome Warner_,.., TBS bocMIO 

•.rp.11ntr. . Wholly OoMrll!(l \UCI\IOoattl!~ ollllo riiL'W Pill~ company 

rNcw Tome W.lrnl'f") Rtte~tncll~ hereon to "Tome Warnl'r' or ltlr. 

·cornpany· rell!r 10 Old T .me Warn<>< PfoOI' to Octobof 10 1W6 

ana P\MW Trmr. Wllrncr lll('rcatter 

lomr• Warrt(>r t\ !I'll' -.otld '> 1Rad109 mcrdla and t'tlletlart 

mQt\1 company who!141 punc;pal buwntn.!i OC,CCUvoo!lo 10 croatr 

ar.•J Oo'>H•butc btand>ed ortormatoon ono entcrtaonm.ant copy ­

''9"'-; tlv0'-'9hol.l the ...arid Tome Warne< clas!>lf~!lo II. !I bYsules~ 

mrcre·.~ 11110 Ia~¥ funGamcnc.al ., ... ,. £nceruunment. COIK>!Iollng 

proncopally ollnlet~ In recorOI!cJ II'MJSk:.,.., mUSic publt~Nng. 

hlmed enten.t1romenr. Wle'wi!.IOfl poducuon.l.Cievrwon bfe»d-

c 8!.llflljl and lht-~ paRi: Cable N•tworll 1. conltulng plnclpltlly 

olmtcrrYS on cable ~!.IOn P'OV~tnlfti"CJ aod spon' 
fr~ncllt'5oe5.. PubilSIWig. conS~Stng prnr:opally oltniCre~s 1n 

m~gatonc publ~hong. bool pubiiU'IIng _,.., dllect mettetlng: 

ana C11ble. con~~ung pnnc~pa~ty of ll'IIC!I'etu in cable!~~ 
system~ A maprny o1 T- W.,ner·s iniiii'M-1~ 1t1 fllmocl cmtor­
t.llllln(·on. rd~vo-.Kln producuon. llllclv.....an bfoadca"llnoand 

them" parks. a ponjon u IU lnte<r~l!lln cable l~lcNI~IOn 

p·ogramm109 and a ~lty ol ots cable lelevl~ !>~~ll!fnS 
,yc hcla tnrougn Tmae WMrter E~ann~ Compltny. l p 

I' TW£ 'I Tomr Wn/f>et OW!l$ Qenefll 8nd limited p!lflr<N'Ihlp 

olll•'""·'~ 1n TWl ton.,oYin(J ol 14 49'Ko ol h pro r.ato ptooroty 
caprtal r ~"roe-; A Capo!AI") lind IIPJ.IdUIII eqully r:eplflll ("A~WO .. III 

Caplt.Jl'l . and 100'!1. all~ !>C!n!Or priOrllyCIIp!Lal I"Sr.nror 
Capot.1n il•>d;unroo PfiOrlly capllal rSer~es 8 CaPilli!'! The 

remaonoo9 2~ 51% hmrtt'd pilnfM'r.,hop JOIIli'IP!II~ •ro !h(' '>;•rO<J'5o A 

rap•t<ll ano f.lco;odual capotalol TWE ~l.'l>cS<l bf a ~uc•,ldollry 

-'USWt:Sllnc ('USWEST J Tt~,.arf'llltdOC!>nOI 

con o:.ohdate l WE i'nd ce<Uon r!!lalt'd compa.-..es.llhc< 

"£nte<1Ao1V1'1c-ot Gr~·l lor financial rcportrnq purpo.,c!> 

be<: au"" of c: Nlam lomrled partncrn..hop appr011el ''11hls ,,. .. ted 

to Tl.'.l ., "'''''<'\I 1n re<taon CAbl<ltelovrwan ayuam' 

•• 

£ach nl the bu_,, WlUifll~1o •llhln [nll'ftaonmrnt . C:at*­

NNw.or'a~. Pl.oblow-. ·llW>d CM*l "~mpnrtantl tn m•"-9"f'WW"''' 
objOCUVCl of tnet~•~•"9 sherl!'hOidc!< valut! throuqh the cr~a11011. 
~•tensrnn and Qr~robuUotl ol rocognozable bfat>ds and cop, 

r tog r-c ~ lhloughol.l U. ...or ld Sue II b< ano.t• end c Of>J"tqr-c • 
Include (11 copyrtgNed mu'\IC from mllnJ ol t~ work!'~ lea<llllCJ 

re<ordoog arto .. a lllat '' PfOC),(.Pd an0 di'>IIIWNl by a lamdy or 
o~t.ablo~ "x:"'d La~\ ~ucll ,., w.,..,, &o\ ~rocord\, tho> 

AtlaraOC" and f.lt'ktrt [ntr•un~tll Grou~ and Watner Mu.,,~ 

iniM nauonal 111 tho· unoque 11Y1 r.•ll•·n.,ovr lolm tt'lr VIVIfl a I'd 

autn111Uon hh,aron-. ol w.,,.. Ul<i\ 11111 J fl', •·••I tr •dnm.trk' 

\UCh '" t~ t ooncty rune' Cll11rac tc•., flr9tman 11nd 1 ftc 

r1m1Yon~' il l The WO NPtlllf()fk . a nallonal btoad(;o~.,r~ 

ne-lwork t....ched 1n 199~ A\ 110 e!•ttono,oon or UlOl Watr1M Uro\ 

bfllrod lind ''lin lldd«IOI\Itl dt,lltbuiiOil oullorl '"' thr Lonopo'lny, 

collirctron ol c l'llldtr-n 'cal1001'1'!o .and trlevo'>IOn P'OQ' atnr"'"'• . 

1~1 S•• flit(].., . ttM! le•g~~~ re<JrOnlllthr-me p111k o~ator on lhC! 

U~ed SUIIr.'>. In ..tlocll TWf -!loa 49'11. ,,.r.<,~l. (!>)lf'lllfollCJ 

catlle leic:YI\IOr'l rll!tWOflt.\, wc;h 8\ HBO. Ctner.~;:•. C~N. TNT 

aod rhe TBS Suporuatrnn. (6)sporu lranchowo; cnn"rs.tlllCJ ol 

U'le Atlllllla 8'"'"~ and Auanc. Hawl<s. (11 magnl!l'lfl lrancl'l•.,.., 

well u Trme. PffOJ*.,.., Sporu lllu51tated and oil II( 1 
marlletlfl9 bfat>ds wch •• Tione L11elrw: 11"1(1 Boclk -ol tho·Mol'lh 

Clw.,.., 1111 T~~ne w .. n<>< cet~~e. thl' '~>l'<'ond Largr.u npcrac01 

o/ Cable 1ete111~ S~flfi'IS In lhtt U S 

Thou apcttolllf'l9 re~r. ol Tom. w.,n<><'s war10u' bu.,onou 

11'111!11~" a<r. J)lf''\L'nled hc!fetr~a\ an rfldoc:atoon ol (on.ancllll 

pCI'Iorm,.ncl' !Notr 1 !>I I •ccp4 lot ~tnrt up IOHf'\ lf1l' uO'!rO '" 

t.onnKIIDtl •nth Hoo W8 NrHWOfk. T1mo w,.,..,,.,_ Pfiii<'OV•I 

bu1-o~"S tnlefC~l~ ~&le "9"'11Ca,.l'lpC:'raunq 1ncome and 

cul'l flo-4w lrom apcraltOt'l' Ttw- ca\ll llovt from operatiOn\ 

~act'd by ~ur. h u.,..,..,.,_!> l('IIO<!Mol~ ,., co~lfJf'<ably qtnl"' 

lhlln lhl'tr ~'"'""" onUomf' rlur •o ~'9ntloc llnlllmotiOl' 1>1 
noncaV. amor\llAhon ol ontallCJ•ble 11'\'>fll~ <f'('OQnol('O m 

variOu'\ ac qo11 \ol oon\ •c(n..-otod lrv by I hoi pur cha-.c mcrllod 

or I)CCOUfl!ll'lCJ ~Ont 8\h o~~morUt8hOn al onlllllCJII:IIro IJ'\\r\ \ 

rocOfck:d lly f on~<• Wnwrr \ bu'>tnC\\ ltltcH•\1'>. •r•< tuaong I hi' 

un(01'1\.0irllJtt+ ·r1 bu• • ..-)(1\."io •ntru~'\l\ nl thP .f_ ntcr~~••ntnilltnf: Gt -"W 

nmoutllcO to' 1 I 1 10rll•on rn 1996 U11 morlton on 199~ 

and S 782 mrllonn on lll'l' 



••• •• or Pr-~>t•ll- The coo"--IIellltca fW~anc;,.l ~•••~"'"'''' ol 
ll"'e Wornrt' rii!O'ICCI lhe Kqut~lnll!. o1 S~mll C<Wn..,u.-cotN'ln~ 

(,roup. Inc r~~mll"l etlecuve as o1 Mey 2,, lV9S. K6L COM 

1n<a~pora111d rii:BlCOM"Iolrecuvo 11 o1 JUly 6. IW~. 

Cobk!vi~oon ln<lustrors COtporauan and re .. od c0tnp.1n•l'' 

rcvn l!fft'CtAIC il~ Of J-)'. 1996 ltnlleetiWt'ly, the "C::bble 

Acq,.!tltiOn\ ·1 .and TBS Clflectlwe! a!o o4 Octobcf 10. Ul\1£ Ccnam 

ri'CII\\IfiCMIOn!o "-"• been maclf' to ltvl p<10r yc llf!> fnatw-onl 

statements to t('nlorm to ltle 1996 pte'MIIIIIIIOf\ 

B•••• o4 ConaoiMI•h- eM A~counllnfl IOf ..... ••-•• fhf' 

consoltdatcd 'onanc141 !olal«ml'IIIS •nclu<lc 100'11. oltnc n\.,l'l'> 

llabMN!s. rt'.cr>UK. expenws. onulnu•, IOio' and co VI flow' ol 

lime! Warn('( 1n<1al companies on wnocn T~ma Warnrr hll~ a 

ton!rOIItn9 IIOitnq Wlt'leY rsub'\ldllr-·1, I'> If Ttm4' Wtttr~r 

and ou '>utl!>ldlarees -• 1 W~f~ile cum.,.,., Segnlfecant '"'~ · 
compeny ICCI'IUIII\ 1110 IJMUCIJOn\ ~-en lt>e Uli'I">>OIdAicd 

com~'> he~rc been ~MeG Slgnll•cent ICcount-. .,nd 

tr,lnSICif(WI\ IMJtwr<>n ltmo Waif•' and lho [ntDfl41nmltnt 

Group arc C!lsc~ •~ related party trlnWCUQn\ (Noll' i 11 
ltwl £ntefUIIl- Group and inve5tmenu; tn Cf'f1aln otr­

CoonpoRCS tn wftel'll ... ll Weltllllhel ~~IC- tniiUDI'\Cfl ""' 

leSS tn.tn a COIIlrOI1ng IIOLng -OW. are IICCOtiftlac:l lot u!oing 

the cqwtyll'ethod Ulldef lt.fiiiUIIy method, 01'11)' r- Werr>ct·'> 

'""c~tm- on ...:1 __,., Ck.-10 ...:1 l•om ,..,. oqulty "'"""H 
arr ofiCIIJO(!(I ,., u.r conw:llldewe~ ~.,~.only,.,,.. 
Warner'!. '>h3rc ol: IItle ~·s ea• n109\ t'l tneludt'd ,., th(' 

con'-Oiide!Cd oporaun; ~s. and only tile dlofiCIOnds. c •~h 
OostnbutiOn!l. IOIIn!. 0t Cllllef calft r(!CI!Ive-d lrnm I~ invt~f:C' leo.\ 

any ackiiUOIIol casn orwes~ •. loMJ ~epa~s or Olhef cast! 

pa.:lto ltle •~siC"e ltlt ~on thl' con~ldlltt'd caY> flow\ 

lnvestmc!nt~ on compen.es 11'1 whrh ,_ Warnr.r dOC~ not 

have tht' co111rolkng tnle<-C!Y or an owncr'\rup and voung tntefr.!ol 

"-0 large as to exef1 ~,.,c_ en/lull nee.,, accoullled for 111 

m11rket lllll&.oe tl tnfo ~tmenU arr- publiCly traC)cd ,..,., ti'M!tl' 11·r 

no rl' ... IC re'\triCIIOII\ 01 81 COfol rl U... 'W'~ ol I publiCI)' Uadr.d 

.,.,.,..,..mer• t\ rescncted or tl tht onwr'\lfhelll ~ not pubhl:ly 

trllodNJ UnrealtZCO ~' • ...,lone'> on tnvestmcrol'\ Itt counted 

lor •• -•kct vatUI! are repGned r'llt ol Ull "' tccurnulati)(J 

dr4ocll ~~~the,.,,.,.,_ •S toiO' olt whr.ch tiiN! thorraiiiCICI 

... 

g.oon ot lou '' onc:llldod oniiW;ome Oo11ttiond' ancl othor 

dtSlttbut10n• I GltNIWjiS lrom ttoltl ma•ket v-'"! ancl co~l 

n1~h0d wwe\tn\001\ are oncluded m l11c 'l~ wtoen deCiate<l 

T,... ..-.. ,d.,., ;hlfl9".,. 1-w.,,.,., ~'"'P 
tntrre-.1' ruoAlftO from tl>eiUUiriCII of .qully CIJWiol by 

con\OI•datea sub~.e' or O~ity onvc-.t~\ to u~f11hatcd 

pat11C'S 1\ lreclydi)(J "'oncome 

,., • ..,. C..rancJ lhe f1nanc..e ptn•llnn rtrld OJM!'M"'CC re'IUII\ 

n1 'ub!ll8flloalty .-llloreogn as-at-'~ o•o con-.olttlal«< ~ 1111! 

locnl c"•rnc)' •~ file lunchONII c .. • .. r..-y I oc .. t rurrrnry 0'1..,.,1'\ 

.lr>CI llllb•hl_w,\ ow tr....Wied alll'lc• r,m., ol c•rll11nqC' nn the 

tlolance '\hOt!t dato . ...s lOCal currency'"'"-~ arid e•pen!.C'-. 
,., .. ''-"\lilted 11 lvf'f19f rete\ ol ~•rnanqe duunq thfo p«WIOd 

~"Sulllf>9 tren~N'ln 91'"' or lo'lo>or\ wtlleh ,,.\'1! notiM'Of• 

INIIHIII ar~ •octuoad In eccumulated «'Ctloc•t f "'"'rJ" (.urrency 

ttrlnUCIIOII Qllll\ ollld lo\~s. whiCh hll~<ll not t..Jt "matf'rloll. 

ar11 tne.luc:llt(J 111 I>J~• .. '""ii '•""""' 

'Uta ar ltaiJMetot l~ P'"PP'IUOII ol ftrutnrlel "'late,_,n In 

.coniOtm.ty wtth gerwal'1eccecl(ed ~~c:.counll"'l ptlreclp'" 
•o:tq~Joro~ rn.anoQG.....,. 11> make o!l.t ... Me\ and assumpUOnt thet 

allect lhcl lmouti..S reporled In t11e llne«iel WMcmrta\ and 1001· 

.-.l!s thereto Acllr 11 r~s cooAd dolle1t lrom tho\e c'>lft'lollc~ 

SognrlloCanl l!olimMa!o lnhor- in the prepltot.., oJ the 

.ar c nmp4n.,..g rflf•\llltdatl'a 1\nenc:,.l !>lat•MIInt\ irK!uCM 

mnn~tgemcnt'\ fotoca~ ol enc.:~pate<Jrl!weli'IUC"'> I tOfT! t'-! u~ 01 

future and ext\llll9 ...,w: and putllt~·•elate-ct prooucu .• , 

... 11 ., lro m rne dlllnbuCIOn 01 d'lealriCel and tC!tcviSIOn prodoKt. 

In Oltk.'f tO ~OIU.O'ill the ull.,...l IKOIII!IIbllrl)' ofat...OUnt~ 

•4'(.rovabll'~. film onwontOI)' and an.st an<l authOt A<lvancr'> 

'"ca~ar<J 1'1 •~-.ecs "'1~ con~det~ Delarecr "'~' AcCOUIII\ 

fCCCIV-'biC~ ancl '!.Iii!\ .. the mtJ\IC and pubhV!mg 11\du\Ute\. "~ 

.wt."ll 8\ Yle!. ol home ¥1004) proauct•n thll r•med rntorta•nm­

lndu'loll)' arc ~WJKI ID cuMorM'f~," "'il"'" to tt:tl#n un\Oid •rrm\ 
MnoutqriiW•nt , .. fiiiCSICIIIy rnv•w., \lrrh C''llmftlr., lind If·~ 

rl!a•.l~nel)ly pauoblc! ltMI m•r ... ~nt·\ •\~''-"tne!n4 of r.-<nv"' 

AlMtl) of IICCOtonl!> •ece.,.tble\. lndovoCJuaJ him\ •"a tetcv•.,IOII 

poauc!An<Stndlvtduelatttsl and IIUlhOf 4dvar .:e\ m:ry chanqr 

br•WKI oo •ctuol •c\LiiU and ochllr fecw" 



leyenue• .,., c .. t .• Thl I.J'Wiatrlo:d po11lfWI ot pold 

SOJO">(.flpi.IQflS IS oel•rld 16\llll'l'laglllne' atll Clf'hvc>ll'tl tn 

,.,._,..rlltM!r\ Upon oech dl!tlwe•y. 1 ptopollrorurll' 't1111c nf 

ll're groc,~ ~ub\Cnpuon ptiC~ rs InClude<! In r~vrnut"!> 

loW!'IIloroes ol m~az,_. books. cn-.~le'\ "'"'. ""'I''" t 
dJ!>CS are c,I.Med M lhf' lo-r frl cu"l fW "'1111\Ah'<l H'llltlnhit 

~•lui' tuo,tro, (JI!tatmtned 11\UlC] flr\1 111. '"'I out last·m 

'"~ out o:~nd avera~ COM mrthOcls. In acco<dMrcr ••tt• 
•lldustry pr•ciiCI!. ee,arn producl~ ls.uch a\ m.g11tnes. books 

home vldeOcas~lll '· comJ»CI dt\U and cas~lr!!larr Ylld 

to customers tMlh OW riqnt to tlltu'" 16\Sold Items Arv~li!S 

lrom such ~~~s represen1 Qross s.ales ~ss • ptOvtsroo for ,..,,,..,. 

recur'" Rt!turned gOCIO\ w.cludrd •n lnvllf110ty are vllh.IC!d .-.r 

csllmelf'd rcahtable v..._ but not 1n e•cns ol cost 

f ealurr lrlms are ptoducf'd 01 •cquir~ 101 '"""II Plhtbourwr 

•n tllealrrs 'f""-0 by dl~ttthutiOft '"thO llOme vrd('(). P"Y 

Ublr.. bo.,,c c •b't. bfo.dca~t ~WOtlo. IIIICt syooac; atod lrk'vrs"ln 

nw'keH. G-r·'ly. dlsU..., to the lhlalnctl. mmc vodco 

11nt:l pay CAble markets I'IW ptllllal') marll.at.sJ8 pt11Kr.pally 

complet~d -hon eiQt!tecn months oltnrlillrl'4us.c 1111d thrre 

ellcr WICh 11!5~110 6WotJuUon tO the ~s.ic Clble. broeckUI 

ne(IOiork a ltd &~M«' leleYISfon market~ ('he S«Oftdllt y 
tiW!rketsl. lheetricll r~ are reco9"110d es the r•lrn!'. arc 

••hoboled Hotnl! "lc:lao r-\. IO~!!. a ptovt- '"" roturn5. orr 

recOQniUd .nen the t>.Jme iltdeos ere sold. Aevenut's hom tho! 

doWibuuon 01 ll'lr.Urcll ptOdUciiO cablt. Lot04Cic.ut r.....Cworlt 

and SyndiCated! . ......,. merkels 11'1! "'COC)"tled ~ thf' 

film~ are IIVIIIIable 10\eteciSI 

Tete~~ts.on rrlms end wnes arr 111rtutlly ptoduc«< for the 

netllliOtk~ or (rrst· run lele¥1- srndocauon It hi! promary m~~rlo.cl~l 

and m11y be !>WioeQ&8llly IICIIfiWd 10 IOtC'9fl or d01T14".,11C c ~tllr 

and syndC8Wd I~ lftlfkl!l\ (the \CCDnCAry markrl\1 

Revcnut>s hom the ClrMIIbulloc ol tl'levr~IQfl ptoducttJrr. 

rccnq,.led wtrcn thl film\ 011oe<or.s 11re ov11rlable to tc~ast 

r•c<:pt for b«tef •eemaf!U •tocu~ the rccognruon of •rv.:lnur 

·~ drlcm~d ~tntolthe •ctaCed edvertt~mrnt\ we uh•b•l• d 

lace~·~ lor tM tciKOSl ollhc!atrrc:,,t and trle1o11 

~oon ptOduCirn tM cable. biOIOCIISt netlllo<k oNld 'YOdiCIIIrd 

l~vo-.1()1'1 ,..,lr.ct\ ''' ra...rnety f!fltr.rl!d 111410 ..,11'" lldvancr ul 

lttCII •v••ablr dtlle• lm 11'11•• ,,._, wtur. hI\~ .. )' ~f"tnlfMid 

by ••·rtr~ •"'- ptlllllf'(J<'' g•11nlrd ulldN ptcviOU~ locen'C' 

agrcrmcnt\ Acco•d•hlj"t. lho'fr• a•r ''9""ocan1 conttiiCtuat ngllts 

to •ttctvr en ,11 11nd D.Drlf'f uprlolr ••r h ,,.,.,_,Mil not t111 

ft'W"fJQnlltrllutll~ "" h &ltrwlur I'' av111boblll lito lelfora,lurldnr 

lhr • n,.fiM hll'll trrnl\ ultlo .. rriltlr<Jiocrn\r 119'ftfltrnl Sue II 

ctlfiii.ICIUII ngtrt"> lor whorto rrv~ ''•1'101 yrii~OCfiMllbl~ ·~ 

rrfr,lll'd tn &~ "llacloh)t,l • l .C lwloii<J .c:l,.lll~"'j bill~ COOII<Kl!.. 

blleklog ol thr rc)(l'nlly ~tcquurd ltlm prOCIUt 110n tomp4nrc~ 

ol IUS emountl'd 10 ;,pproorrn11trty S291l mrlhotl84 

Ot-<.r.rnbef ll, 199() (•nc ludtng ... noun!~ relaung to the locl'nS•"'I 

of him producl 10 Ttml' W•rn~., c.ablr IC'te•ll'!ol()n ~.ar•s ol 

app•o•matrly SYO mrlhrmt 

lnvcntollt'\ ol ,,.... .. .,.,. nt 11rld trl<••tt\IOf'l produrl llf \l.tllrd 

AI lhl' lo'IIOC'f or runortotrd c o\1 nr rwot rc~l•tllb~ v&Ue Co~l 

tncludos direct productoonand or~~o~r)ohoro c..., •I.\. proOuchon 

ovr.rl'lr&d and caprto"tlurd rrotrrc•-.t /! po11ron olthf' CO'\IIo 

MQ\.1111! TBS 111 11196 .," llllr><"tf!d lo ,., thriUtcli N1d ti'Wwt~ 

ptOOuCI lt>Ciu<JI"N] an Al~ltoltoOiliO plUhl\ed ptocpam fl'iJhU 

fsuc:h a!. the 111m and enom•hnn ltllfariC\ o1 ti•n.,.·B•rt~cra lroc 

end Tur.- Enterta1nr'11~111 Co . thr rane< of wtvch me-., the 

forrnc·• ""' llld 1......,-..on hb'l"'-' «•' MoUo·G~ ._..,..,, Inc 

lind RKO P1C.I"'es. Inc )lind procJUC't IIIII had been Ullr~ecl 

M lea" once rn ~~ ..-kcl., ("l rbtary1 The ltbtary 11. ln'lot\IIM 

on a ~t•a•ghHrnc bUt\ ove• 1•rn1y years I~ rr~~ns II'CI 

~ell«<!o. .,e lmi'IIIJlcCI. 11\d the• rrlau~d J'IMitc•piiUOns lind 

rrstd~Mtl~ llfC accru«~. biSNJ on 1~ p<CipOIIIOiltt>.: cur•~l 

revNrur.., from lhf' ,.., Of scroe~ bear I·' 1111 1'\looi\M.e oltnl.llll 

rrvrnuc!> nnlJCipatC!O rrom :,11 rnoriU.'I"> ft\1''\C e">t.IIYia~., iJI( 

rrvr .. rd pe110d1r ~lly and lour.s. tf any. •re pto.rtded rn full 

Currr.nt t~m •nvl!llloncs lll<:lucl~ lhf' unamor11100 cos.! ol 

comp~IPd le.lute him\ atlocllt!'d lo I he purn~o::; tn¥11.-t\. 

ll'lrvi\Kln him' and"''"'' on Pf<J(Iuctoon ~'uan4 10 a COflltltCI 

01 ~alf'. f1lm r'9h4' iiCQ'--•rd for 111111 hnmr vlldno ~n~~llllt artd 

lldvar>el'~ purwanlto agrrC'ml',., tn dl'>lftbuee UWd pM1)' films 

1n the P'""l')' ml!lkct\ "'•ot><u"l'lll hlnr onvcntOt~ ...::ltid" 

the onllm(lfiiiOO cnQ ol ccrmplf'lf'd theatriC' Ill IIIlO telrvl'<tlloh 

f•lm .. ,,11nc,1h•d to uw \rcnndqry ma•ket\. ll .. au till lim''" 

pt<.du('hon 11nd lhf' lrOrary 



A. ~ogntiiCant par110n ol cable sy~em lind catlle 

programmoog r~vcnUH - def...ed trom !.Ub~cnb«'f l~s ~ 

.cl..,crt•s•ng Sutr\Crlbet I~ .are rocoroed u rewcnuc lf'ltl'tC 

periOd the SCfliiCe IS prOVIded lncl ldlten•~ rr,enur\ "'e 

rccognozed 1n the pllftod ltliM ttW' ad~ru~s 111e ••••t~otMI 

The cost ol ••9hU to e1hl0t future f1lms ond Olhrr prOIJI•lnlml"9 

Oil IN Caolr network\ diKing O'IC Ot mt)tC OVIIIIObthty pi!fiOd\ 

l"ptOijHI"""'"9 c~n·t gl!fleflily" recorded when thf' 

programnung • ., 10 'lily •~~••ble lor uhltlliiOf'l. llftd IS liMn<" 11teod 

10 lhr I(>PfOptlate a"...,_.Y peroOd\ anCI WN:Wllll!d A\ H\C! 

Pfogt&mm~ 1<. rx"-bbted 

AdwiHii .. •l In accoroance 'IIIIth fll'lllnC:Ial ActountiOQ Standard~ 

Boero tF llS9'1 S'-le- No !ll. ·r.,.ncaet Aepotung by 

Proauccr~ and Otstrltlu!Of• ol MallOn Plct..-e Fum\." .cl"ertrs..q 

cos.t s lor the.llllt'..allfld televosiOn prOduct are capit.aliJI!d nl'id 

IIITIOt\lleod ovc tho retMea rew11ue sueams 111 eech marknt lex 

wtllcll SUCh cosu 111'1! irWIIftGoclto benc)fit, which g-aily doo' 

ooc ••ceed throe monchl. Olher ~·wnv cases ere "•Pf"''W!d 

upon the '"'' raNbltiOn ol U.ldvet\1.....,., eacept 101 ce•t .. n 

dlfKI·fi!Spt.w>\C! •11-UIIng. for wNch the COlt~ 81'1! C4'1plllllll('(J 

IMld emortlted o"or tile e•:-c;a.<~ period ol future bcnr.f•ts 

Owect-resporn,e ~ PfllnC!pelly conSists ol prOduct 

prCII'IIOllorW ~ ... twoedcall adwert1Sifl9. ce«alogs "'"' ocner 
P'omotior* c~ lnc .. red In l.he Catr~Pitf\}''\ dlrocl marllrung 

bu!lo!'IOSM$ Dc!fatrecf edwenr,..-;g cos" ..... 911nera~y amnr111•d 

ov.r per1oas ot up 10 tflrf'C ye•~ .,ub~&Wnl to IIMl prornCJIIOI'lal 

evl!f!l u~1119 stt&19fW.·Ione 01 ecci'4Cfatod mec~. 0111111111 

~!Cant pot"'n ol !WICIII;CKI\ 8m0tlllf'd on t•~ moNhs ex 

less Oelef'ed adwel't1Wig COil\ 101 r lmC! Watt\l!'f Mn<Jo:H•tl!d to 

S Z 17 m~IIOn llnC» Jli!l mM~torut De< ember ll, 191J6 and 1 9!1 !> 

l~pc!Cllllely AllWen1W19 lpl!fiSC, llJCiudlf>g ll'lr8triCIII 

ol'od lelcv•5o1011 ptoautl. ~ed Ia 'I 0!10 bolk>n 111 1996. 
\ I 04 ~ bllhon In 1 99!1 and Ull m•110n .11 1 994 

Ce.a. an4 r . .,..,.,_ .. CMII equ.,_.,., conwt~ at commerc..,.l 

p11pcr end Cltrter --..-s UWII 8fr rPIIdMy c Ollvortlblt' 1111n 

c•"~>h a"'J toewoc or~...,..,_, at,._..,_., -ns or •~• 

Noncurrent caSh .and ~lenU a1 Oecemoer Jl 1IIIJ6 con-. • .,, 

ol amoYn~s hi:ld .11 MC!OW lor putPOV" o11.....-.g cert.alfl 

pruiPrrod <JI'tlldeftd 'IICI~SINotc 7) --oncu,ont ca.V. and 

NfUIVIIIf>fWS M Docembef J 1. 1"~ Con ... ~l ()I net ptDC.OOCI .. 

<«e•vcd lrom lhe IMUIIIICO d Pt~errDG Jr.,y SocU'It~ 111 

Oecemtle< I !MIS. WhCtt-~ed IOIIINI redDm~ d lhC! 

8 7~--. ConverUOie ~Oh retwu.-y 1tiii.(Noces 6 ,snci9J 

•• 

Pr....,·ty. Planl •nd r,. ... ..,...nl Propc<ly. P'•nc aftf1 cqwpmcnt 

II' .CIMod 81 co~t A.ddiiiO!'l" tn Cllblc p<OPG"Y· plaN 11nd equip. 

ml!nl g-.Uy .ncludl! m~INtal. l.abof. nvrrhcael and IOir'"'' 

Dl!ptrCIAIJOn 1\ ptnvldf'd qrll1'18lly nn IIWt \1!81\jhl llr •• rurllw"l 

""l" U'Oiul k'tC'' r 8"'9"'9 up H• 1t11rt y ~·'' 101 buldlngs and 

1mpnwemc"'" and up tn l•ntoCn y~oH lor lurNh6e. l1•1ute1>. 

Cltblf-trk!Vt\1011 l•flUIIlllll'fll lltll'l Ut~l rqUIIJM"III l'rupNty. 

plant MloCI equtpmC'nl c on"'"r' nf 

0.-ll~ ... . .. ~ - ---- --- - - -
lancl ancl bUIIdtn9' s 914 s Ul 

C~ l~ISIOO ~mcnl 171 161 

f ..-Nturn. IIIIUII~, and 

Olhrlf'Q~N un 1.1116 
1.021 1.1~81 

l ,. .... II<.CumtJI'"C(I n~ll"fMIICWI p n~&>l Ill f. 'II 
1UUII \1.986 \1.119 

llf~te:l.,l Januaty I, 1996. luno Wollnur attapC4•<1 IA.!.II 

St.Can- l'lo 121 "A<"C:nunl'"Y loo tho lmpl"""'"' oll•:>no,~ 

llllf'd Ancn and l01 l~ I tvr<! A.nd\ to llf' 011opa~ Of" 

("FA.S 121 "). wlliCfl eSt.ablr..he<I!.Mr>Card!o IOf the rc:ognttJOfl 

.,...-:1 mea5o.Utemco"' ol ""P•wmentlos-.os on IOng·kvl!d 11'\teiS 

lllld c..na~n .,.,."91ble ,..,Wt\ The .c'ltlpCIOfl orr AS 111 diO nnl 

ha"e 11 MIMNIIII f'llef't on l~nW~ WatnN ~ ltno~~rr 1111 'IAII•cnrnt~ 

ln.t•ntlllle An•t• A~ a Crl!oloo ann d•~wbulor ol l1<ilndc'O 

INI'l'mauon and rntrl'ta~nmcmt copyr.g''"· I 1mc Wilrncr ha-.11 

Soqiiii'ICant and 9'~"9 ~ ultnlar 9tble n~l!>. Jn<ludong 

9~. Uule llllt>\<1\IOn and \poru lranchtse'>. mu~IC CAl a 

logues. cOt•laca anCI COPY" MiN'· and other copy;oghll!d prnd 

u1.1~ nno tteCJf'merk:-. In ecrurdaftc• w•lh 9C""''•"Y accep!M 

accounung ptllnCtpllp\. T•me Warner does nne •Kogtllzc the-fall 

'llllue ollntetnAitt· genetalf'(J .,.angtb~ a'lo\1!'1\ C lWI mc..-rr<J 

lo c•c .. e lnCI PfodW:fl Copy<.gntC!d p<OCJUCI. suo: to A., lralurr 

111m ... 1-vt~onn -tel\ and cnmpa<t <ltw:,. a•r Y""'•ral11l'•tllcr 

l"•llCn">e<J 1\ 11>(1,#1('(1, 01 CapotaAII('(J II\ lanc;Jtblc II~VI'\ .,_Ill 

th<! c111>c ~ cav. ao ... •ncos anCI .,,-o.,Abl, p<u<lucl co"'" 

Howevrr. a<cou•ol.tn(jl tet:OQI'IIIIIOn '' no1 9'"ctn to o~ny 1ncrt'nrng 

a-. set Vllue thAI may be 1\WM: .. IC!d wrtll tile COIIN:tton olllle 

,.,...,lyoog copy<>ghled "'"'""•' M<lrllfll'•lly cn't' or>c:wreo<IUo 
CtllMc or r•lr.n<l b•lllds. \&ICil a-. m11val1nl! IItie\ and nl'IW cable 

network!>, vcN!f ... y fCI!iUitln loSWK Ovctf an utondDG MW!klP· 

n-.t pot 104 Mid lte 18( 09nlled II\ II r.OUC liOn 0 I Ill( OI'I'W 1\ 

IOC~fC<I, "'"'ic! Illy corre!ipondtng I:WIInrf "aluc (fi'IIIM 1\ not 



rcc:og,.red .,.,. Nl --~ auc4 ll'lltr con'WJIIdaiDct ~" 

~he!el On U'C Olhef ~. II1U"91tl't IISW't!t 8CQUifl'd "' DU\onr<,c, 

combonatoons liCCOUill«<ICII b~ trw- purChii\.C! ""-"hncl ot 

accououng ere c~allled ana am01te1ed ovef thc11 o•1·• clod 

useful hie •~ 1 f'IOI'ICIISII chlrge &gall'lst IUiutfl resulu of 

ope<auons .t.ccOI'~ty. w erote"91blt as!oets reponco in the 

COf\~OIICIMC<J balance ~ CiO noc rellect IM fa• value of Time 

War·f\ef's inleroally·~•eo enlllngoblc asw«s. W rather are 

llmttect 10 lnlii"Qible .t'l>MU rewlt~ng from cc-rta~n KqUtsiUOns 

in wtnch the co!M DIU. ec~l'd cOfllt)Wiies exccedCG 11\c ,.,., 

value olltef ttngtlllt ••IMJ ••he lime ol KQUIUIOil 

Ti'l"'t! W.ttrlef em01'111H goodwlll•nd ~ts frerochtw\ crvN 

pc~nod• up 10 forty years U!olftg. the stratghl·l- mf'lnnd Cl~ 

tl:'levlsoon freroc:,.ws m<A~C c~. conu.ct\ and copy 

rtqhl\, end OUoet !flU~ UW!tS llll -tiled OVC!I p!!fiOC:S\ 

up to two,.y y .,, """"!"lN 11r~-llne IIIMI'WXI In leN 1811~ 

and 1994, amott~~MIQit ol pctwlll ~to u~o ININnn 

S 1/':. mollron el'ld I 1~ .....-m. rc!>p()cllvety: amot11lalton ol 

....,-..; C"fl'ftlc;jhiS, ~·· COC'Ilract~ afld tec.Ofd Cacaiog~WJ 

aniOU<ltCO to I l ) ~ 11111101!1. II I II nwlloon llld 111 ~- mollon. rc~ 

\IW(!Iy· atnOttilltiOn rJI clblt IMevt~IOt'l .ana ipCW\s franclll\r-. 

an10ut>~~ to $212 11!.._. .. 1896 ana 142 tnolhnn.,.. Hl9!> ana 

amor:to.r•uoro o1 OUww,.. ~ liUf't\ 11mounu~d to 117 mllloon, 

S43 motion and Sl1 ·mo110n. r~pc'<llvely Acc.UinuYit'O 

amottll_(JI......,...,_~ ., Oecembrr· ll 111116.,., 

l'lY~ lft!OYI'IN 10 i2 •!12 bAoo and II a•~ billion •l• .. pelh""ly 

Tlnte Wtrnet MperM.., ll'V-\ Ute carryong wtluc• nl 

ecq~ed rnc*'91* e'M'Cs lor eacn ec~ -)Oil a QUI"'erly 

CNI\.1$ tO dciPUNIW ~ 8fl llnpjll"'>e!'l may eao!M T roN! 

W...nr.r coo...oer~ •ele¥ .. 11 c.ISII 1\ow lfld ptahlabtlfty rniOitnatont! 

oncludeng n""'MIId IUio_, op1< •eng ~ulls • .,...,. .,.., Olhl!< 

av.UDIC nta.mauon. 1rt aate!i\.lr'9 whllttlct {.!Ire. ct~ value 

ol me~ ol'lw«• ~ blo •eco-ed Upon • GeiC!J"'IfllltW'ln !hat 

lhlr! c.,ryrrng vtluu ol.._.. IUIII~ woU nort be •oco .... rod lrom 

IN! undrKounled I~ Col"' ftooorr\ olin.! ICQU1tt tt ~!>'> 
tn.! C¥rytng .,,.. 001 SoUE:fl .. '"9tie nM!I.s NOUid ~ con-..di'Jroc:l 

ompo .. od .and ...,.. l:te '1KIUCeG b'f it c:h.,98 to opcr ai>On' oo 11-. 

olmour• ollhe .mpatrmO .. /1111 om~m_,. Chill~ 1\ tnra\ur..., 

•~ eny dc!foc oenc y "' ~.....cecl aoow: o..>~C<J lUI~ e c •"' f~ 

~tho IICQ-l'd bu-u 10 lkO- llw catrylnQ wtluo rrlat..., 

to thl' onteng•blc a•w«'> 

•• 

lrtc- f1nt htt.IIIIWIIaoll\ I ~'I>IOvM.IoorJu..,.,.jlhll IIAtNIII)' 

ml"lt I ptf''oCtlbed by r A<,H ">lalriN'fll No 1011. • AHIIUIItiiWJ 

lor lncoi'M' Taxi'\· unorr thl' ~llbololy m~lood. drc!IC!<rf'd lllComl" 

teoo\ •cfloc:ltao carryfntwnrd., and ltwl f'IOt 14• ullvct~ of 

\l'mpntMy d•lrrn"nc"' IM'I~ ti'W' C.IHJV19 amou,.. 01 a\\£'1\ 

and l~<tboii!IC!> lOt lonan(oal'>tatemc·nt toel oncornc lax purpo'l.c\. 

1'1. detl!fmont!d undC!< l"'-lf'd IIU '"""end ret~ T~ hnar><oal 

rf'III!CC ol ChAI"J!!44S Ill' lla laws or •all!!> 1\ .CCOIM\IC<J lor., 1,1\o" 

~OCI ol enactml'nl 

Aellozlloon nl t~ neo11 nperatong lo\S 1110 onvnu~uuu 

( lldll CIH}fOI'WIIIIt\. wNCh *f'lt' rV QIMI!<J 111 a<"qUI\ItiOO\ art 

kC~fld fnt 1\ II rcdu<t.,f\ ()( \jOCI(lWdl 

l"- ptWKIJ)III npctlltD<M olthl' l ntet1Atn- G•no.op 111r 

cond4Kted by pllllnflfVIIP'\ lncornc ta• l'lpc'n~e ondUOl'\ 0111 

rncomo teae .. relltt!d to T"'MI WtrrW'f "'•loc:eblfl \h.-t~t nr 

po,,.,t.t.p oncomo ttWi II\ <!Qlllly ,,. the <IV "'"'o Ia• C'IP"'""" 

eli c<Wpotate \ub'll<llalle\ nlthft pertne<\.lllp'o 

ltocll Opel- In .CCI)Idance ""''" Anour>ttng Prrnc:opl<-' Qc-o 

Optn.on No 2~. ·ACe !MIIf'lllng 101 Stoc:ll lnUI!d to£ mpiOyi!C'\ • 

(" APB 2S 1, C ~\.lllolt coJ.IIOt .,t~J. QPJOft~ IS IOCQ9ntlr.f 

on IN'Dme ba\l!d on 1M eoceu. II any olllle qUOCild mltket 

pnce oil~ \toe:~ al the gtlnt aa~<• ol ttr a"'ard or othl!f 

~1\urc~•ol dlltc ov,.. '"" .,.,ount en ent~ mu\1 P.•)' to 

acquoo• the "''nc" The ••~c- ptoce 101 '>lOCk OJil'OI'"'- 9'•ntcd 
to rmp6oyft'S ~quolll~ 01 ~a<:H~ 11\c folltt m1rht ..,, .... d lomt' 

Warnrr co~n \lOCk at tl\e delrt oiQfll,.,lheff'byr~ng 

on no IOC09""rrDII ol cornpt~onn e•pHI e by T 11M We<nrr 

L"• Per - ,., .. ,. lo'\ .. IX'' t~mon V>a•c 1\ Da~ 

upon the rwt los~ aPe*: able tn cam-.n "'-'•., 1h..,.. ptf'lr.orlld 

d•,IOI!ncl tf!QUOfr.nlflftll'\ ana upon II'>IJ ...ctqiMI!d e,._.rage 01 

common ~n.., .... nut<Uaodlnq ou"IWJ rtoc ~uoa Tlr convf't\o<>n 

tJI 'l.fteutlllll\ 'C)nvC!t\lble mto c:ormnon -.loc.ll. and 1~ t•ll.'fCI!>e OJI 

\lock ophhrr\ wetc rJ()C 1\\.-nl'<l n I I'll! C:IIICI.<IaiJorl\ ollo~s poor 

common \hll•r [M!(.,.U'-l' IN! elf(!(' t would """'' bc.'Pn 11nU<Jolutove 



J. M(llGUtS A .. O ACQUISHIO•~ 

T8S Tre,.uct•- On Oclobc< 10 1996. Nc• llmC' Wo1rr••·• 

.CqUIIC!CI the·~ 10% Infer~ rt TBS thM wa\ not tlrrold7 

Ollltii!G by C>IC! lime WarN~ .. tie "IKS tren .. ctw.n·J A~ Pftll ol 

trlc' tr~t~~\..- """ l'e<:ll ol Old •-W..nN antllB~ bot..,., 
w.patille ~owned....,~, o1 New Twnr *trlll'l lllrtWII 

comt.1r~. 101 lon.nc,.. reportn;; purpo'W!,,Itw c~tcd no-c 
IU('" .._,opetll~ re~s of Ole! Tome Warnr• ~ !BS tech 
'"•YO<t end DUll~.,...,. oleech clau ul capital ,toe II or 

Old Time! Watrret _, COtl'llet\ICS ••n OIW' "'"'«! of a <outl'otlltll..,y 

oCJencN:al 'leU CJI C~IIUlCII ol Nl'w JoiiW' W~,_ 

In COI'IIIf'C: liOn ~o~tllh the! l 85 Tran\11( Uon New f•r.wo WA• rv" 

'"~ Ill epp<nwtmate4y 113 • maon VW'c.>~ o1 com.- t.U.c~ 

(ll'Ckldoi\IJ ~ 6 tNtleon ~ .. " ol. lpc!Ciel , .. u ol ,.,,. 

·~•tile: common "'oc• hii~•"' 11100th 01 1 -(' pco; V\llrl' 
on (~o\1111l """'~ II'IMIItl ruACN v c .. u Common SIL>Ck ') 

to llrii .. IOS olleetty Mc!<N CflfpotiCoon f"lMC·). 1 'ollb\ldwy 

01 ll!le-Com~IC:I..,_, Inc), In CICI'IIIIIgG lor v.atf'l c.>1 JBS 

Ctpllal Sl<ll:ll otlld (1. """O&IfUIII)' 1• ,....,. \CIXk Op41011\o 

In '"JMU .. 0\11'\II"*'Q TIS "ock DpCoon'\ In lNICiotoon Nnw 

Tlmr W#llrwr .IV ee<l to 1$\UI! to lMC and"" aiiiiUIII''\ ac a l.'ltcor 

Ullle enaddll~ ltve miMron '\hAll"" of lMCN V Cl<l'>' Cwnmn•• 

Stotlt end $61 I'NIIIon ol con~acoon ~~ ac thr c'!Ktoon 

01 ftMw TIPIW W.ner If' Cl\11 or ldi!JIIIONI \hair-. oilMeN V 

c .. )~ Co'"MOn S<ock Tt.\ e~oor"-' con~auon _. 1>r 

·~~ pur-rc to 1 Mpatllle opCID'I end nnn co"'pco;rtonn 
'"9'ftftl"nt ti\M Will ptowtGe. II .,...,. f .,r. war,_ e•orc:l\~\ 1!. 

OC)(aon, WI~, of LWC to ptO'IICJc cr,a~n Yldlrtc upllnt. 

Dnd dl~ltlbiiCIOf'l serW:es lot Wl8~ a btOidcur '*'-'"""' 
~l.olliOI'I OWnec:l tly f8S. t/1 IS CQnVt'ftiCS IO II copyr19"'t paod 

(iC)epll!lt'VIfooQn ptogt~ "..C"'ICC N- ,,.... WIIIOI'f ha~ 

"l~o lul1 ano llftCOnOIIIOI\IIJ gullolnle'ed aH ol T85 \and Okl 

ltmc: W3rner 'outSUnc:ll~ publlc.,t,lded ll'lde!bti!'Cincu wNcn 

olmo onted 10 I I OJO billion and S I 7!14 IHIIIan re"Pf'rltvrly 

at Occemoor 31 . 18116 

The 18S TrMS.kUOnwas o~<c:our'IIC'CIIOttlyt,.,. ()UI<h,,.,.. 
~th()(f of KCOIIM/"9 I ()I ~ .... " C omc.ono!i(JO~ M < llt"'"'--ly 

IN CCI'>I 10 oKquHI Ta~ d lppto••maiOfy S6 2 DIIIIQI'I wa" 

l)'t'llmtnltlly I"OCIIed to the net IIUCOU .iKqutre<l tn ptopon...,. 

to ~l.,llle\ ol ~ '•~~ ,.., valur,. a\ ftlllooln 

~ $6 746 ~. olhet Cutten! and noncutrHif it~SI?f' 

S J 106 tJhon IOf'9 tflt,.. dlltll S1 I 6 ~ Oflltn" <Jrfr< u•d 

oti(Ofllr 111•e" llltl INIIIOtl ll>d otr.er CUI Mrt and none ur<l!fll 

lt.O.tf'' ., 416 o.lloon 

•o 

Caale fr-acl-• On 1_..,4 1~ 1-WIIIll'foK~«I 

CVI • 'IICfl -...d t~tlk·tl'lnt'\onn "J'Ill'ffl\ '-'"""9 appnul\alr1y 

I ) ,.....,.. ~\Ciobot ..... , ........ ..,.lot lho "'lol.IOII\CO C1l illpti'OII 

,........., 111 '""'"" ~~ '" tnmmon \4oc• ...s ~Jmately 
6 l tnllllhr> '\otwU ctl ,..,., < OfWW"f._., pruleorl'd W11C II: r:setWO'\ ( 
Praf•..cJ Sw.c:•· and 'Senet I Pr.,•~ Sotocll1. 11 ~~Old 

anc71JM!a\\I""P'IfV1 01 lniUtlflfW I d lpJIIOIItnl(e., $2 I)IIIOfl fll 

R1rbCMn&l .. S fl• K~IOtl-'1. ICC~ lor by W put'-""'1' 

IIW\OthQdol oKCO&IIICJn9l01 ~' • omb11111""''· accordingly. 
tic- ' n'!.t tn 1C ~fro C VI ol Sl()jl mllflnll lAIII'\ alor ~~~~ II) 11\C! roet 

l"•tl~ acq .. trod 1'1 pt()C)0'110ft IO 1'- te~U\111! lair "CIU'l. n 

IOiicM'l UbiU 1~.,..._, l•anchow~ S2 )110 Drkln. ~-UN 

~ Ollhflr cuHf'rt and noncUit•nll Uvt'l· $411 mtll!on· ~ 

lf'fm ckobl 11 !Of. bolllon fJI'ffW •f'd onr c""" II•,., $ ll I mA<ort 
.,.., nchflf c Uttt'ftl and none .,,e,. ~ .. ~... s 1 sa mtllfW' 

On J"'Y 6. 199~ ,._ w ...... oi(Qllltt' I K tLCO~. """'"" 

OWAo'CI reote lftVI~ \Y'""'"~ ~V"'9 lpptfUtrftA\efy 100.000 
•ut~'\Cr_, 1110 • !10'11. ,_ • .., 11n Paragon Cn.....__.M~Dft\ 

r Paragnrt'l w111Ctl l)oalftlld tltllfo t~ "'Y'"""'" \C'fW>Q an 
lld(JollOf'lal 8J7 000 '\C101o(lltlrf~ flor OU\et ~ lnii"IC\111'1 

P~t••qon ••' allaa(Jy owN'd by lWf lnacqu~~e I(BlCOM. lome> 
Wlltrl(•r rn.-<1 I mtleoro "'-'~'ell cc""mon !.toe• •nd 1 l IYIIIIK>n 

1h¥f'~ ola new COI'IW'ttoble pr~«rld \IrK II: rSor~ 0 Pretet•roa 
~ II'Janll •~" .-d OIIAC.,.red apptn•omlk'f)' I 1 'J billiOn 01 

IIIOPI.JC..O.oe~\ fl,.. oKq~ ...... IC.Countt'd f01 by Uw 

pu<CO\a ... -hOd olacet ... rnglar buWlen comDCnac_,., 

KCUt~y. tt. <~to IIC~a 1(8lCOM 01 tppfflllrMI~ 

$1 0)) b4110tl lAIII llllof' ~d 10 the f~ llt.W't'\ ok.QIJOI'Od W'l 

Pf~IIOII to lhelr resp.c._ f• velue~. n fmlaw'\ ·~• 

~' 111\0,....,">n cab .. !OIP¥t....-•nlra,...tnet l1l66~m 

goodwotl I !Ill m-.on. Ollwf CIM'r~t and nnncurrcnt 11\~\ 

1189 11111110n 10119 ·lOt Ill oeoc · s 1 111 bllkln. c»lelfc>O ~MDnk' 

•••e' UIS molhOI'I end ncrw c&~~•..,. laeDolnao\ 1'>0 1rulloon 
On May 1. 1119~ T1me Wlll'nef o~<quul'd ~uffiinot. *'-'" 

nwnr.d cnblc! l~t\ICJfl \y\lilm'\ '"''''"9 •PP'o••rnatf'ly 161 1)1)() 

\o.b\crlboftt\, 11'1 nad~ lor llw lt.\llolnc • al ~ruomalctiJ I 6 

IOI•...ort ,,.,,., ol < om~NN~ "'fKII arw:lappooaiiT!atcoty l l molloon 

\llarr.s !l# 1 ,_convertible ptel .. rt" SIOCk f"S.O·If'~ C P1~111!(1 

Stc.ck ·1 .ano lhl 1\1.1111\pUnn ol $140 flllloon ol ll>d<'tr :tdtll!u 

n. oKqu\ofloon •• , eccount.cl il)l by, ... putr ... ,.. trWI1hOd ol 

AC'rounll"'V lnt bu'\-1'\ C l)fltl)lnMit)I'IS ll((.l)r'dllwJIY. IN CO'I tO 

11('11'1110 Sumtnot oiAPP'• lllalely US I mllloon .., • ., aiWJcacod 10 

II'Oe 8\Soet\ IC Cl'l"fl<l Ill ptOporoon IO ,,.., fii!IC)eUove lart VM.il!\ 

., lnllnw'\ cel)le lftftt\oOn lrancho\r! : !11 motloon good_. 

S 146 "'..,.,,. OCIIOt ,UI,,.,. end nc.ooco11ctne •''"'" J 144 .....,.,, 



long tf'rm CI('I)C S 1•0 mjjltOO· ck!ferrt'(J .-.come tiiU"> S 166 

mtiiiOI'I and ottw-t tU<<rnl hllbolltla\·t~ molloon In Allljju'ol 1119&. 

al .,;~.., .. , ol Sene" C P•"•".a Stock -• e..:'->gt'd In< 

.,harfl ol a oc• !>et""\ ol converuC'c prefetteG "oclr. '"""" 
~nt ... yldcntc:ollle<~ ("SefOH J Prefe<red Slocll") 

On -.p• 1. 199~. T'W[ fo"Nd I Ubll! lelo~~t~ JIWfll 

vunt~e -""' ttwo ACJvanc:eiNewhou~ Patlf'lf'l\hip 

C"Advan(:eiN~1 10 -..ct. ACivllftCe/H.,.,.hou.,•• auo 

TW( contnbut~ ~..cte t~ \y\tem" ~ lnlll'l'tol\ lhc.'lronJ 

~"t"ttn1l lppronm•tet, • !I ~n ~\Cnber\. n •ell u Ct'IIAorl 

IOtetgn cable on''~'"'",.""..., P'09'•'""""9 "'~'-" ,.,.,, 
IIW.IudOO Adviii'IC~INP.'IIWtlOUW \ 10'11 lntll.'re" In Prim~'-'"' 

Po111neJ!.. l P rPutne\1111"1 TW( OIIOM 81WO•I'*CI~ f'qUIC) 

.ntere~otonlhe TWl A.Chr.n<:a/t.l~ Pa~tner~hop •~ 1\ tt .. 

m•naqong pan,.., TW£ CnntDI.claln tiM! petiiW't\hll' atKt ,,,.. 

- · llwCI equtly ontl!fH& _,_, by AOw.,lu/N.,.,._,,. '' 

rofte<ted In TWE'~o ton'lollllcMieG flnanC'.., ""'-.. "' • ., rnor>01M~ 

onttlre\1 tn IKCDfCiancr Mlh lhl! p.rttool!ol'lp ~«!'-"""'" 

ACiwlnt:C!/Nf!'Whr oW' can fequ.'ll.' fW( lw purCha\C II\ l"Q .. Iy 

onll!lC\1 101 Ia• -lr.G( lo'lllue 11 ~oloeG lfllerval\ luU""'IO(,I 

IW' dr111t1 01 tJOth of .c \ P' lltlf»l \l1Atrf1010N' BrgUII''IIfl<l on 

Ap• 1, 1~. roorne• p.tt,., c.an ..... u, 1 Gl!.~lfln •• "'">< h 

lWl WUUI<I r<.>eci"" IWO IIWcJ\ and Advllncll.'/~ ..Oul<l 

·~-Gne· thlrd olthe ~"P ~ 1"1&!1 ,..,,ec, The •r.vc" 
<:01'1111bulrd by fWl anCI Adlt..-:.~wrlo u ... Pftlttlf'f'\l•p 

-0 fOCOfcJ< d II ·1'- pted«.lrUOf'to llillorleal CO'>I No 9~ Wll., 

<Kogru~ by TWE upon 11W c._apltallllltiOr olthl! pw'lllll.'r~ 

"'•• ,.,..,... flnancieltnl_,.., Tflc> acc~nyong c:on:!oO~ 

oaleG waternel1 ol operiUOft' .-.cluOe\ the CIPC!fiC'"'il •t!Win o1 

each ac:qu.red bu\.,.U lrom 1M r~tiWP c.ID!IJI19 dMe ol each 

tran'\oKttOO On a pte lonna ba""· 9''""'9 111101:1 to (IJ lhfl ltiS 
T•.ar611Cilon. !oil u-e cable tran~toon\ ., CIC!vrlb(-(1 llb<lltfl 

{o") U'lc ITOCHU/lotllC)I liii"...Chon {Not• ll (ovltl'w- Po;•lr<rrd 

S<a>Cio. AoJinp.-.corog (Nou 101. ("I Ttmo Wa~,_ s ancJ TW[ 'dclbl 

tc:fK ... tlCifl(j\ (NIXor 61 anCII...e CDI\IWIII\wt ~ .-.cluei"'CJ lhP 

\Ole! ol S 1% ol TWE ·~o tntc:rnl., S.• flag\ (ncC!fla•u,.,ll 

Corpota!-. fS.• riiMjj,'l tNolelJ .... I IIICh ol'-ut"ll tr...,..,.CUOio\ 

had occ~·~ 81 ll'le tJe9..wllf ol 1 W!o I tmo Wa" "'' wouN7 tMvo• 

rf'pof'lod lor lhl! yf!at\ l'nOIKt Oecflrn~r Jl 111Yb II!'!Cl 1119~ 

·~~~~-y. rev~ ol 111 1111 boloc111 ...a 112 1 ~· tMh<.>n 

&o 

df•pl'<'latiDIIaf'ld am!MUIIIIII!VI rtl S 1 }4!11'111111'Ml 11.'~:1 S I 10'> 

lioiiCif'l opt"allng orocon., nl S9l'J m~won ~trod 1\142 molloof• MJIIIIY 

on tho po"et.&• onco- 01 the ( ,..,<1. .. ,,.,....,.., Group ol $1!10 mlllot>l\ 

anti • 66 molhon a kl1o\ Dc!IOir. f'•ttlln•ti•Rilry otf'm ol 12114 mtllo(on 

.end S1ll mothon {II 0~ ¥WJ S 'J 1 pPt c omrft()fl Ul.tlr~l lind II ""' 

Inn ol SJ 111 mllloon llnCI S/1'> ,.,,.,,"I 11 arvt S 1 0' r-•• 

J (tojf£JUAt .. III£NI 080UP 

T '""' Wetl'lOf ' ll'lvel\lme<\1 lt'l anc:l •""''JOh do~<' In all(! hom ,..,.. 

fnerot-N'& Group •• Dt'<'c•mb-" ll ~~~ lllw111111!. cnn\o~l~ 

of tile! follmwln<,j 

U.•-l•- ..... Hilt\ 

ln ... \lrnenl WI TWf ' .. l!l4 16 lilt 

0•U'l« • np:tun rr4ac fd 

(jo\l"llOII•on~ dut• from IWI 91 111 

( rt'itll af:ol'l'i'fl'l~nl df'tll dul' to IWI t41fl 14t1'11 

OtiW'r IW'I ~..,. ... ~ C'lt .. lo IWI I>'IIMIJllllly 

ff'lollr(IICI hUrtiC' YIIJt~l f1a'ttol1111•w• 11!11.1 (llllj 

•uv•~'*n.,.,tl tn ltftd iWU(UIC' 

IIUf' IO ;!Uti f<rliTI fWf ~ 691 Hn 
lf"l'Yr•.lme•ll •n Ot}11r-f 

r ....... ., ..... ,.,,,"'"'',..... _ _., 111 111 

lut11l S!IIU '!. 734 

TW[ ''a o.&awatf'llmi!Pd pAtlrw•t\hlj> lhAI """' l "P"•Iti(•O 

Qn Juno JO 1118? 10 own and <>Pf''"'" ~ub\l<lfllllnlly 1111 of ll'w­

fttmeo ( ntort••~ Wltne< lltn\ C11i ... ,,,.,_,,~, HBO t•V'I 

C8blll.' bu~SYII. pr.,._,~ ow11Pd by ~•11>.,~1111!' nl Tt,. t• 

w .. ,..,. c~•ll• ,_ w ....... ~ul'l\lffllltl(0\ .,,. thl' 9 • ., ...... 
p•ttr'IC!f\ ol lWE (" f111no1 Watttltf< CA-,_81 f0 ar111,.,,. 'I lome Wamcr 

•rqu• Pd trw- 899'~••• I 1 ?1"'4. hmi'IPd pertrii'I\Pitp .,.,.,.,,,, 

pro-tKJu~ lleld by \uO~I.,,., ul .. .,. h oriiOCtiU Cotpot .. IDII 

11n0 To\hoba COf'ptV81oOn WI 1119!1 to• an '"J'I'"9"'" cn\1 ol II .l6 

~" CM\1\IIng ol 1 ~ mtl..,ll \hatf'\ Ill c or.,.,.,,,bJ<- p•ll.'lruf'd 

\Inc k ('>c>tot'\ (, Ptll'lrttM '>tov k • "'>c>tOc\ It ,.,,.,,..,,.,.. r,tnr~ • 

"~ •,..,..., I P•rfrNf'd '>lrull") a,.d "0 m1lhf1111 '" caVo I~ 

1101 ltiJIIO\floba lutn'MII(IIfln"l Ac (.Or<lonyly To<->•• w.,,..,., 
lhlf'IU9rl II\ .....nnfty ,.,...., \LIOWIAtll)\ £nllor hvnly tJoii'O .. qtl<lt'"ll 



ltfl(J "'"'.ct p411lfltofShlp lnetre~t• In fW( CM!o~t•ICjj ol H 4t,. 

ollhe ~ ~ CapUI end A~ Cepul end 100'11. ol tlw 

Senior CapiiAII and Seti8S B Clpttll Tnr remawng ;>!) !11,._ 

INM.ed ~~ .. ., .. ~~.~In the Sl'r~M ~ CAip&el and Ars~ 

Capal ol JWE 11'1 .,_.., ~ U S WE<; 1, which ecquor~ ~>ch 

lntareiU'" 19113 tor 11 U2 ~ ol ~ash and • 11 011 billion 

• •'!II. note tlhe ·u S WE Sf Hole Aeceh•lble1 ti'IIM wa~ fully 

<"DIIKied ..... 19M Ttle ITOCHlltt~a frltf'lsac;toon 

was ICC~ IOf hy thl ~CI'IoUII meftx)d ol ICCOUI'ICifll,j 

lot bu-· COtnCIInMIDnl 

t.ctl p.lftnof"S lnlllfftl 1n fW( cons1~1s <'i ,,..lnltlll pr1011Cy 

capl.ll.,., re_<oldual ~!qUa)'.,._,., !hal-<! an~ to 11~,1 

~rtntot or •~ p<l!'decHWJ< based on the ewlmateo ,.., 11 .. ue or 

11'1(! nt'lll\"iCU racn Cllt'llnOUiecJ 10 JW[. es .OJIISIN IOtltiC' IU 

vetue ol ceru~r~ anet., dlslf1buled b)' lWE 10 tl'lr T~me Watner 

General Partners In I ttl which .ere nne ~WQUe,.i) 

rcacqUIIed by l ..... E rn 191!1 rConltlbuted Capttan. plu,. 11111t1 

re.,pectiO U. piiOtly C8p1Cel ~ere\1., only. IIIJ ~'l.lrlbutr;:J 

prror~ey capru1 re~:urn The! ptiOflJ c8p1Cal tl.'tiMn con~sts ol ~ 

par~ net v.p InCome alloc ateCI to CleW "' 11<: c OtCIIIIICCl wlh lbfo 

ptOIII\IOf\~ ollhe fW[ piOIW~ 19'_,. ... ancJ the lll!jht Ill 

oe .-oc.lld eddltJaMiper<~ .ncorne ..noc.n. tovrtt~e< _, 

any pr-.v, ellouted 11M .-v-lhlp .ncOI'Oe, provides 101 

the wat!IMa pnor!!y c .. piUI riiCft o1 rl!l.llln ~irllld "'the tablr 

~. fNIUIII nl Contrllut.ct C.tPU~and the undiWib..cC'CI 

pnorwy capiUI recwn • ,._red to hetf't!l et ·c""'ulaC- p,..,.,.Y 
c~ • Cutl'i~atn~e Pr110t11y Capotalr\ noc neceuat•y lndk'auv .. 

ol lllr fa• ,...,. ol lhr 1o01 .... ..,..'9 ptiOI'II)' C:apl.allniPrnl\ proroc-o 

pally dur co llbO'I'e·rfllftl• r~ ol return on Cllf'-ltn p<IOtfty 

Cllprtal n~t. IS COfiiPIIfecJ 10 YCUIIIN!S ol COfllp!lfll.ll4) CfCdlt 

rrsk and m-111y. such •• 1,. ll 2~'111. rata ol retUfn on !he 

S~r- 8 Capulntorftl o-ne<! Dy ,,. T!me Wlf~t C,.nt'fal 

Pl\ttlot!tS f urt.hcrm01~ Ita uftlm.elc rco1U euon ol CumulatN<! 

PfiOIIIIIJ Cap«aa tu..-cl De ..,ec1N Dy !Pit' laor "~ ol TW(. 

wt'loch rS ~I 10 nuctLIIMIOI'I 

u 

~w-ry of the! prorwny ol (.ontrobuted C~n.el. J .rnr 

W~' '1'\ o.oo>et\1\ip ol Contr•hut..., Caprtal and Cumulall•e 

PtiOflly Cap!Uial Oeccm(l('r ll. 1996 and ptoey cap!t.ll tilth 

ol rl!lutn thereon,., I\ 'o('!ICifth bfoltl• 

........ , 
C•r>UIM~ 

I:Uf"'owM&,.,. ol ......... ...... ,,; ( t,.,o.Aed ... a., ,,.,""'_ r.-- r..-.... ( ... ,. .. ,, ... ~ .... ......... 
,,.pul ,_, .. •-on'\1 --'YI 

ltJI ___ 

o,n,..,., C:APftll P4 I~· 100'11. tno ()1711, 

~'18\ A Caplal '6 99 1)00~· 14 49'11. 

~ocs B CepiCaJ 'l,.. )2 l) 'l!i'lolo• 100 00'1(. 

Rc~l Cepllal ll• ll" • 14 49'lt, 

~(.ft ...... ,......,.., ...... ~ fill.,. ...... at 1,.,..-.tli 

..... .,.. ...-oc...,... ,...,.,. ., p,, •• , t .......... nl ,.,lM', •• ,......, .,. 
r-f .... \lllpiiPIC~-- ..... .-.:~~ .......... .. 

"' ...., d s.- ,...., l'lll..,._.v.p.,. l)lt'W .,".,_,...,,. '"' ,.,v.,..,.,"1 
- ,..,., c-• ,.,.,.,-_....,..- JO '"' 

10~ f I 01:* W ,,.. ,-,UHW-CcWIC..,.,.~ ''""OIIM 

• ·~n •• .-•• ~.c... .. ...,. • ....,.,,...., 

tft u .... ~ ( Af--..1 f ' 1'1111 ... JI ... :J I ( " ,j ... ' ' ,_;•~~~ l #t .. , 1j l . ... .-11 ~1 ~"\ "-.ALI"' ,.., c.~,.,..,.,, { .... " ,.,._.., ,, ., f..L>IW~A..M!Cl ~--· ,........,. 
~ ._,.. ( .... r1JI ~ .... ......,.., 11.1(.11 ,. ,,. .,...,... ... .,{/II (Itt '""'Jil~ oJ 'l'4 -C-- io __ ,.,., '"'"'"' MW .,_ IM ·-ol.,..­
,._, o1 Ill!{ ,_-......... _,... ol f;- l.w .. •r (_ .. 
.,., fllli!CIJIIJ ........... .,.,. 

~~~ ,,. r--,..,_ ,_..., ,,. ._.,.. "c_. .... ,...., - ,,. 
,_,_..,_~ ... ~ ,,.c--c...--""J"' 
11w M.-.C_,.. 1W1 ~Jft/1~8'1- N I"IDiflr' ,.,.,, .. M .... ~--II <=-----... ~· 

Bec11uv Cnrulbut&'d Capcall'> ~~C'CI vn 11'11! hnr >~live ol 

the ll(!( a!>\eU thM tach pert,_ cotrCflbulrd 10 .,. pa~Uort'>hlp. 

tru· lt9QI~Il• :JI such amount\ •~ .,ICjlnlflcantly twyhr• than 
rwr ·~ partnflf\ ' c•Pft•' u r~ted '"the con.,otldate!d riiWinc,.l 
.,llltC""""'h. oM!och 1\ biWd on the- hi\IQtOCel C 0\1 d lhfo 

coo\lrrblll~ ~ •~'\rf\ f 01 puri)O\f"5 ol •lio(:atong partnersl'lop 

or>C<liYU! 01 ltl.,~ 10 lhP pertroe". p1utnrrsr.p ll"'(ome ot loss r\ 

b~~ on tl'lr laor ~ralo.M! d lhl! nrl assct~ contrtbutrr:lto tile! 



pan,cr~hip and r~' In !ll9r.f1CIInlly ICU pertnfti!Jllp tncornr. 

01 resoull\ 1n p~trti'K'rv.p ~ ...... 1n COIIlfASIIO tho net tn<:olfne 

•cportcdt:ly TW ( fo1 Rner~~:Jal ~UitCml:!!lt purpose~. wtllcn 1s 

alo,.o bo1 ~c:J on the! hi~IOtocal co~t nf cornnbuled net aor.~l ~ 

Under ll~e TWE p.ll~lol'up agrocmont, p.llrlnor,hop 

uxomc. to the ~uent earned. 15 hrst allocMedto U-.e partner~· 

cap11al occounu so that tne economic burden of,,., •ncoml:! tu 
CM!'.I"QuNlCf!~ ol p.llrtnc<~p OpC!UIIIO~ Is bolnc IS thou9h t,., 

pnnncr!>hop wl'rc taxr'd as a corporation rspef' 1at ta• auoca 

II("~-). th!'n to,,., Se ... or Capotat, Scncs A Capotat lind Sef,..~ B 
C,1prUtl. 1n order of pr10n1y. 111 rates of return reng1ng !rom 8<jj, 

to 13 25% pc-r annum. af'CI hnally to,,., Re~ual Cap11111 

Parlncr'>hlp • ·,r~<o!;eneraUy are allocauod ftrStlo ehmrn~~tr P"''' 

allocation~ ol partnc;s.htp rncomc to. anel then to rcdUCI' ,,., 

Cnmrrbutcel Capual or the IO:c.,•c:Junl Captt.ll, Serrr\ B Caprtlll 

and Srrte'> A Capotal. rn that CI<Ge<. then to •r.ducc the hm!' 

W.lrncr Gencr.>l Pannc•s ·SeniOr C11p1tal. tncludtng p;rrlncrs.h•p 

rncome allocatfld lhc<CI:o. end flllBIIy to rC!Ciuce &ny "Pf!Cialta• 

.liiOCJIIIOtr~ To,,., Cllcnt p.llrtncr~h'fJ rncoml' l'!o rn.,uflrCIN>I Ia 

'''''"'Y oil o;pcM:IOIIAIIocauon., •n e pnrllcufar o'K<nunung pcuod. 

\lie ••ghlto rcccJ .. c AOCJII.Ional part~rshlp tl'll:omc rrce\'-8')'10 

pro'o'tdc! lOt the 'lllfiOU'> pdo,•y Upltal rates ol retutn IS carried 

lorwar (! unul s.MJ1ollecl oca ol futuro part.nef IIWp kK: oml:! . 

rncludi:ng &ny paiVIe'Vtlp It'll: orne that mAy resun /rom any 

hquoaatoon. 5.a~ Of ~ ol TWE 

Tho TWE p.~~rtnel"!ohlp agrecHnonl PfOIIIdes, undGr t=orta~n 

c~rcumstances.l« the~~ ol partnet~hlp Income alia, 

catcel to the Senior Capgi owned by the Time War~ General 

P<:~rtncr., Pursuanl 10 SUCh PfOVt~oon. U66 malllon ol pllllncrl.htp 

•n<.(lme Wll'> dtstrlbutC!Cito 11'-.e Trmc WerflCf General Partner<~ rn 

1 '19~ Bcgonnmg on JoAy 1. 1 ~i7.r.N! ScmOf Cap;t.~l and. to !hi' 

exwnt not pre'o'JOUsJy dt!UIJb!AC!CI. poltnC!<s.hlp rncomt> allocated 

ttw<•·to ·~ '"'1UJre<l to be Cll~ubuted •n three ltnouaiJ,.,tllllfiM!nt~. 

w 11 thl' '"'''"' d•\lflt:lY~>oo c•pcoctcello ~ nppro••mllll'!iy 

S'>l'> rn~10011 lhl' Scncs B Capot111 own<.'<l by the T•me WJirr~r 

[,.ur:rill P11rtncr\ may be <ntr!'ll\r.d rl cr•tnll'l npc!<lll<~•g P'~'fOI 

m \rrr c t"'!JCI' are acNevC!CI ovrr a r,,.t' year ~rwa cnelrng 

''" 0f'ct'mtx'r ll 15191'1 and a t<'n yl'nr ~~~nd crrdmg on 

Cwrr•mt>r• 31 2001 ldthou<;h '>.1U">IIICI!onollt11' ten~,,, 

"•"''"''"9 pPrlorrnancc ta•gf'l•'> rnd<,tc•m•nilblc 111 ,,., tun!' 

!h1• /,_(' yt·oll L1'9CI '"';n no! attOIIIIf'el 

TWE lt'pCM'ted Nlt Income 'll S210 "'lllinn, S 1l mllllnn llml 

!1111 ..,MIIorlln Ul'ill, lii'Q'> 800 1 'IU rn..poc uvoly. no pntlt<lll ol 

wtllch was aflocatfld to the! llmrt~d part nor., limo Watnt!l did nn! 

fCCDC;j,..l8 a ga• 1 -n TWE •ao, r aplla~lr'd TW l rc.:ord!'d 11.,.. 

assAI~ conlflbutfld by lho Tome W•rnor General Partnc" 111 Tlml! 

W.vncnr. hoS!Ofl(al cO\I The t!IC~t,.s ol ,,., T~me Werner Gent-rei 

Partners' lntctrC!\I!. In 11'-.e net 8!>~U. ol TWE over the r>l"t t>oolt 

value olthe!<r ""'estrnonc .., TW£ r!. bc'ng amottllr.d ltl ....:orne 

ovr.r a twenty· year pcnod 

U S W£ S T hol~ •n apt lOll tO oblllm up to an aeldRoon~~l 

6 3 1 'II. nl Ser., ~ A C 8p!UIIaod ~t>!.ldi,JIII L "P'llll rnti!I'0\1"'. 

•1r•pcofll'tng 00 C&bie opc!<Aing pc'<lo<mltnrr l ht• opuon 1\ C!H'I 

Cl'>llblo bt'l'Ml<!" JOilUIII}' 1. 11199 11nd Of1 ot about Mil) ]1. ZOO~ 

at e m .... rmum e •c<c•w= proce ol J 1 2 ~ b&ll10n to S I B tlrlloon 

df'penc11flt;JM1ht!yl'llroii'ICICI.,_. !ortw•, U SWt.STo• TWt 

may ckvt !hal the l'xcrc rsc PfOCC 1'4' pard With par 1111"1\hrp 

onlr.re~t"' r111hc!f llutn Clllo/'l 

[ach ltmf' WArnc1 Gr-nrraf Parmc• hll'> gu.,anti"Cd 11 pro 

rnl8 portoon nl rtpproumllll'ly S!> 4 h1llrnn nr TW~ o, dl'b! nnel 

•(.ctL,.d •nlefr\1 111 UCKI!'mDo'< 11. ~~~b. lJ/1'>1"<1 011 ""' rr.lal••(' 

filii "IIIUt' of 1,., Mel 11\'K"U. ear:h l•mc H11mcr Gl'nt"r/11 Partnrr 

r0f1Cr10uteello TWE ~uch ~dno,.s '"' tll'<.niJ-..eto I"IICh 

Time Wa~rrer General Paru- only tn the ntent ol ol!. g~,~.trantcc 

In addition to thc!O" tntmr~ls in TWE end the othrr f ntl'rta.,n>rfll 

Grwp compatnes. ti'MlAo,~s of,,., Trmt! Werner GN'It'flll 

PArtners IOCIIJCUia 10 li% lnl:erct~llll TBS, a 10 2% lniNI'•t •n 

Okl Time Warl1f'1. Ill 1 tn1111cn common stvrrl'., ol Ha<,Ofo, Inc 

aod !>ubstantially all Ule ll'>'!.eU ol1 me war,..,·, mu.,N: 

DtJ!Wnc.,, T,.,....t. are no restnctoono, on thr abl..._y ol Uw: Tme 

WtJtr>er Ge~rrtl P11rtnet gUA<anlo<~ In u.,n~lcr "'""''"· Olhe!r 

tr'lolll TWf as~>ts. ltl pAfllt'., lilA! 81r 1'101 gUIItlllllOIS 

Sctlorth oolow IS \utnmlllllCel fJnancurl 111/0f'mllhOII ol 

lhe [.-..,.-tat,.,enl Group. wtlot 11 r~ltocl'\ •h<" lo•mllllOn by 

TWE r;l tire TW[ -Al,l.,enci!'/Ncwtlou'<' Pllrl/w"~lup !'ll!'t'lrvc 

a•.ol Aprrl1 199~ (Note n the cJ....-•.n\ohd,H•on nl'>•o r1aq~ 

r•tlectrv~ 11~ of Jun•· l l 1 '19~ ano lt11• <.on~ohdntroll ol 

P.1tolgon ciii'CII"' il'> ol hAy fl. 1 519~ 
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C~IOil'o Of> noce 
rKeWIIhlc trorn U S W( S T , , • 161 tiOl 134 

Capa.ttli">tt~ 11111 C1 01131 11101 

o.ne. ••~'"''"V ec~~Wa~n.. nee nm (341 

lroc••""' (doc lOa,.,.,.. c-.h 
and f'QUIVIIaflt$ ,11621 171PI 

•••-• Wte•t .,., .. _uen 
.__J,.,.._ ... ,,.,~ 

C ~ •"' ttq\ftllllmn ' 116 I lll'il 

h.u.~ r U!"''" ., .. m, ) 141 l IIO'J 

lr.>YII ..... m .. 10011 I H 114o0 

104AI f ur•rrll hll.,.ll..., 4 0112 J 230 

l C'Jn9 tc11n dab! !1616 &Ill 

MIIOflly -""""" .. I 010 7lll 
I-~atN!If Gener•l Partnt>f\ ~ 

Cap.aal rnnowt~~ng ol $1 )64 bliiiOf• 

Lonuibutc o C..,ul ~ 11'1 

~-otlutftd pnaiiJ ~"" , ~u t HI 

Pl.,..\ <apllal bMI 6\16 

lne 1~11 and CIU'IIkM\ ol TW( I t II <11.1t~ll!'d by IN 

TWf pllllnoor\htp 8ncl c redle lt9rl!t.'mrnl!> ·'"" .,c .. liVIIIIbk' IOf 

u~ by !he ~r· <!fS uci!P( thfough lhl! ~J"'P.nl ol certetn leo\. 

re-bu<!.l!ft'lf'nt!.. cnh dturcutoon~o and loa~. whiel'l aro Wllfeel 
lnlomttatll)n., At Dc:c~m.- 31. 1 !196 and 191i1!1. the Time Wernet 

l>f'tlC'r .a Part liN\ h.I(J 1ecorood Ill l m~ltor1 lltld 1112 million. 

'"~pec1...e4y. or "ock optiCVIIOli!Od dt\lrlbut~nn' duo lrom 

TW(. Deted on clo""9 priCe\ o1 T1me W&<rrN colftmon \lOCk Ql 

Sl7 !10 linn U 1 81 !>. r~<,pt.-<llv~y J•mr W.1rnrr 1\ paod wnen the 

opll()n\ ate C'lerc~ Thl! l1me Warnrt Cnr"'rll PIJ"I~\. IM 

rrcr1vt t•• ,,.leted clo'>tllbuuon .. from TWI T tv! paymetll ot \UCh 

dr\tnbutiOr>\ WB\ pr4'VIOU\Iy '!oUDfe'CI to t('\IIIC 1101'1'· until JIA'f 

1!19!) end 11o no• made to ttwo I ~me Wllll4"r GN'~!ral P.annC!'I'~ on 

a c..-renl be.,.., Our1fl9 t9!16. tilt',.,.. Warnr1 Genr.ral PlttfW'f\ 

tn<;f'IV('(f di\CflbilliCVI\ !rom fW£ In lhf' amount()/ 1118 m.hnn. 

ron\t.,ltnr,j ot U U 'lttl\lof> ell uu rollll'd dt'l.lrlhullnll\ llt'ld I I) 
mtllinrt of \luck optan reWio<l dr\lrltltJIIOil' Oullln(j I '19~. the, 

Ttrrl(' Wl/lrrN G~ral Plllll<!f\ rocl!t~d r>C!'I dr\ltlbUUOn\ fro,. 

TW( '"the •mo~ ol '' au boUoon. tOil\IUIIIg ol Sl66 mliloon 
o1 JWE pannervup WlCOII\4! lllocaU!«T to the lrme warnct 

Gf'nrral Pll/1nf:f) ~· Clpotllf lnlf:rC!\1. 1680 million ot 
'•• rrlaleG dl'olltbUCOOM lftd I 11 m1llion ol&loct. nphon rellled 

<lt\tflbuuon' Olllill9 tlt4, W 1Jmto Wltfl#"f Grnrr11l Pllftllll'~ 

<I'Cf'IW'd nt'l dl\lrlbuiiOII' ,,.... TWt 1n 11-.! "'I\Oun4 of S 110 

mlllton. Con\!" log ol S 1 TS mlllon nlla I 1011111~ dt~IIOUCIOI'1t 

and S5 million ol Mock opuon ttllatlld dl.,ulbullon'l 1n endfiiCVI 

lo 11'11! Ill. UOCII OPIIO, and flme Wlll'lfJt Genotlll P•rtnor,· 

Sonwr CacMal di"'IWIDn\. TW£. ~~N~y rnake oUN~r dl\trlbuunn\. 

uenattly ~J)('t>dlhV ooeiCftllio tl\h ancl Uedtl 19" 1menl 

t1mllllb._,, TIW Tlmft WarnN GC!rll!fel PArtner•· lull 1.1\ellll ol 

'U(,h dt"riOUloon' "' 1 0. dalerrffd II fhfo llmrll'd p11rfnil<\ drs 

not. IN:f'IVfl f l'fllllr'l thlnldd lifiOUtll\ by {1'11 .. 11'1 dftiC!\ 



On J~~ne 23. 199!>. TW[ SOld !.1% ol h tntetest in SUI flag., 

1o an rnvest.-nt ~roup led Dy Bowon Venlurcs lor U04 m1111on 

and rccerwcd S6.t0 mtlllon tn addiCIICIRM p~ocoeds lrom Sir f'-Q'\, 

rr.pre\Cnltng pey.-nt ol certatn lrtlfWCIWftPe"J lndcbt~dlle'\~ 

end lleen~•ng lees A~ 1 result 01 tne ttM~toee:UOI\. Silt f'IIIQ\ 

ll•s been OCCOn!>OildMed lncl TW( S remanng 49% lllCte~t 

"' Stl flags ts now ace ounted fO! unc1e1 the equny mothod ol 

acc:OU'lUI1g TWE rr.ouced CJd)( by appro•tmately U!.O m•Poort 

on conne<::tiOfl woth ,,... UlnSICtiOfl. lncl 1 poruon ol tne encomr. 

on the tr~tnS~CUOI'IIlas ocen Ot'fern:G by TWt prmcrpally I' 

a rc1Uit of •Is guarantef' ol ce11mn 1/IOid·p.-ty. lNO coupon 

oncklltedM\S ol Stx flali'l ouc lit 1H9 

o.:e-JI.-.1 ·- ,.., -- ---E~J,~IIIY mlllhoel ~0~ s tlt~ IUM 
MerkC't valu!> ~hOd llliiCSII'lt!nt,S 401 JJ!> 

Cmt me:hod n-.esunenl.s . 128 '16 ----
Toul SUll ,2.l811 

-== 
(I) c,. ... ,-,_,., •••• o.c- Jl ,,., ,. - ,_ .,_, 
__ , IIIS-'Wdt-~MJ_..I_ ()o~ 141-

l lli'W • .,.., ~-•• .,......,...., .. ·-~ ., • ,..... tl#" ._......., 

o1 ~N ~ _., .. res-• "",. . ... ...,. -" 1'*'-" 

Market Yaltle' methc>d rn¥CSIIT'Ir.nts tnCiudCI 18 1 mtlllon 

slutres 01 common stOCII ol He!obrO. InC: , rttaWJro') 

Not-hstand•ngtne rnatkt'l value per \hale. s~h !>heres can 

oc u!oCO. 111 T .. ne Wamcr s op4oon to fully utt,y et~'- IU 

oOIICJIIIIOI1~ "'rlh II''>Pf'CI tOt~ lt!tO Coupon tJCI\ange-atlle f'IOIICS 

d"'e 201 'l (HOI~ 6) or till! Compa.,y-o0!19ntr.<1 manoatortly 

lr.(Jef't11llblf' prf:'le< rr.(J '>N' U"l~ ollll ~~~~ y due 1 e97 

tNote 91 8cc'!usc thf' ,.,~uancr. ol thr. trMncla!Oirly redllrm~~~ 

prclerreCI!>CCUfiUC~ orovodc!o lome WartWJr -h protection 

IO<JIIItnM the ttsk o1 depr~laiiOf'l oil he m..-krt I)IICC ol Hasbro 

common !>lock end 1111! zero coupon exchangeable noces lmtt 

l•me w.-~r 5 aDdoty to share tn tl'lC epptC'C..UOn oi!JW market 

"•CI! o1 Ha~o C:Of'lmon stoc•. tne com~uon ltleteol ~s 

ellccuvr.l)' rnotW!tllr.<l Ttme W8tflel''5 tnveNmo,. on H.ll\brO 

In 10drtoon IO TW{ o1nd >I~ <"Quity -\INS. Comp.llnlfl'\ 

•K~o..,lr.<l lot usrng the f'Qr.ly metiiOCI anc:IUOII· Clnlmenn 

Theatres.. l P (!iO'll. a.rted)lnd Tl'lC Columbia Houil! Comp.eny 

pennet!>l'lp~ (!>0% owned!. other mu•u: JO'' I ve<•turf''\ (gf'neti!IIIJ 

~~and in 1~!1 IIW1 19'1• "'~'1- Til'• {1\11 
.. (MIItM'OI 

A \urnm..-y of co. ,IJinod (Jnlncoelonlurmatlon Ulcr>o'll"d b~ 

tne eqUtty .,...,.,.ee, o1 rrmr We•,_ ... .,~, ror11l DeliO• 

'-'l...,.Cio.t-)1 ~· ·- '"~ ·-. ----
~ ,, 17) \ !i 123 S4.4U 

QeptCCIIIIC'In ilrwl amot1Jl,MJOr\ 19 219 18~ 

Ope< Mrng lnc.omr. 11) H7 ~84 

Inc- bc'f()I'C ""'&O<drnl"'r llrnl\ 

and cumul.ltJvr c>IICCI ol oH.hlln<}r 

on IIC• ~rng protiCiplf' 1;1 1RII 7~1 

Plirottnromr Ill 188 mo 
Curren! uv.t' 1007 1ll2 2 It) 

Tet.II.,Sel\ 161fo !o 8!>1 ~ 194 

Currcrrt ~abd~or<. ~11 1 )18 l IJ6 

l CV1Q U!rm Or.i>t 1 360 ) 1116 J 1]0 

TotAl 1'-'-H". 1 999 '11186 ~ 423 

T001l !o!wriw>ld"" .~ drlica 

Ol pAfl.IICIS. C llprUI ll8ll ll~l 171'11 

I. u•YIU ITOitiU o 

lmrenl.otiG~ COOWSI ol 

o--Jl. 1- '"' ........ c-......- c- lleftt ... lfl -- .--..---~~~-

Fllltlc-· 
~~~~. !ttl>~ 

6mot'tlllll~ $11)9 J Hl ~ I> 

Cnmplcti'CI 1100 

r-.11 rok"a\C<l • 4 

In proc~s lllld ott"'' 14 2~1 

lltllaty. ~' 11mmr111l01 116 

Pr09"•-'9 cnM'I.. 
leu ,..,o<tor.lllll!ll 21) 1119 

Mftr,jAllf~ bOC'*' 

•r>tJ ICCDidrd mu~ Ul 44l 
Toll! I \II., "* '44l ' 

I he rncr~tav. on frlm • .., P'OIJ'I""""'II case-. ·~\Lftr£1 
From lhe Kqul~ouoro ul 18~ effec:uve •" ol Occobe• 10. 1996 

hc---.v thP.lltlrary. Lne IDUII CCKI tncu• oot1 '" th(! producuon 

olll'f!lltfiCII AOo !IC!IfllllrOn t•lms -.once ~UCh c:lttlr amounted to 

Sll9 m•llon., •llt6. lncl V. lolAI CO!! ..,l(),llll'd 11mourrt,.d 

to Ulll mtliHln hc::lodnl,j v. LCrlty n unemotU/ed co-.c 

o1 complolad lrlm~ 111 Oec...O. ll. 18t6 emour•tc<J to 

'"OS m116on, m01e ll'1ltl ~ ol w~h ts upect«<IO t:M! 

I'"Onllr.<l Wll.llln rlvee yeart all(!• r.Wa~ 



I . t.OIIIO.TlRM Of.J 

LQn9 carm debl con"t.u ol 

0.:-li.!IMIIIIMI , ... lit$ ---------------- -
OICT_...,_,,_1": 

7 4~% Notes c3ue r~ I. 1998 ' ~00 ' ~ 1 9~"' Noces c3ue r ~ 1 1000 ~Do !100 

f IDM!ftg IOIC noles OLe! 

Aug.nt t~. 2000111 S'll. ana~ 8111.1 4!t• 4~4 

7 ll7S"'- Notes dulr ~ lS. 200t 211 l11 

11!>"'-Noter.C).;I!J-IS ~ 4111 491 

B 11 'No Ot'bel'lll&.-es aue AuguY 1 ~. 2006 ~·~ ~·~ 
8 18% Dt'berW'I!S c3ue AugW 1S. 2007 $4~ ~·~ 
1 48% Oebrflllle$ c3ue January 1 s. 2oc. 166 

lr•o cnypon exc~8blle NIIM 

~ Oe<:embor 17. 201216 1S% yiC!dl 618 ~1 

lc.o coupon c~ nolO\ 

due J~ 21. 201) 45'111. ylltdl I 010 1019 

9 11'>% Oc!tleh&IIM c3ue J..,.,)' 1 S. 2013 I 000 1000 

II IS'!(, Conwe!ttiOie s...t.-w~ 

Oetlenlurft Clue Jenuery 1 o 201 ~ 1 22fa 

a os--. Ot'l:lefltues due J..-....ry 1 !1. "CHI •.• 150 

• 1!1"'- I>Mx.'f1lllft due Apil 1. 1017 141 

9 1 ~'llo ~lift c3ue J-)' IS. 202l 1000 1 ()(J:J 

6 1~"'- OcOeflcl.f'es c3ue J......, IS. 1026 400 

8 30% OtSCCUI( ~!. 

4Ur J•-Y H•. l0l6 l7 

1>rm ~to rwr '" 1%.,.; 11 .,.., 400 400 

tes••. 
TB') CrtCIC Agroe"*'" ( 7 O'llrol 611 

1 4 ... Sena N(J.M dUit f c-twuwy I, 2004 250 
Zero COIUJ)Of' sl.lbotd~ con.en~r 

notrs d.~ r ~'*)' I.J 1001 11 2S111. )'dOl 18) 

8 l7S._. Smoo ~' c3ue July 1, 201 3 297 

8 """ Scnoot DcbentiiC'~ 
dull f'ebtuary 1. 2024 100 

fWI c ...... 
IW'> Crrdlt A9t-16 !.% .,., 6 8"'-1 1!1)0 I 16~ 
10 IS'W. ~Noun, dUit ; • ...,, lO 1002 100 

10 ~'II. O.•br'l'llllln C1U1! "P• IS ~ 140 140 

9 .?'>'ll. ~,.., OetlrNUre~ due Apr• 1. 20011 100 

Oti"'CC 12 nt 
S<Jt>4ot~+l IJ 1U 10 301 

~eocla .. 'W(ICIIIKJn ot liri.M dUit 1.0 tw( If 

•mot.rtts Ouetothr £<\t~ G.tOUp 14001 14001 , .... 112 11l '1101 

f'l ....,_ , • ..., ••r•r IMt .,..._........,~..._ft•IIJIJfJdlii:Oi,...eoiOflll-. ... ,.., 
- 1111~ .. r • ., let--"', .. , - .... ,._....-- ,., r.-
Ap-• -~------~-..,--.. ., ,.,(·~ 

.. 

Delllt ••"'-'c ... • O..tng Ute Pl'\1 1w. ye.,, end In r>•rty 111111. 

111 re-.ponse 1 ·•war ebAe m..-et col"dlliOII\ •nd 1n co~ 11011 

wrlh r.ert•lf'l IC(Iui'Wifll'lft~. Tome Wor nt"t NIIPred 11110 a '\f'<ICS o4 

hnenctnt;~ttln.~act~ Milich hll~ rr.~uttl'd '" thr •chNtnclrlg ol 

apptc •m•l•ly S6 4 billiOn ol t1cbt .ont'llh4! •~loon ell en 

~tddii!IW\M 12 ~billion o4 Getl4 . .11\ mr"t' fully dn~r rt..ct bc-'r""' 

lhr dt'tlc ~~~ twtwe had ti'M' p<J'\IIIvr I.'IICf t ol ~tng 

antctl!\1 rates. '\tlggptrl'llj ~tM mllturCK'., and wrth rr~P«t to 

t~ •eGeftlptiOII Ql ,,., 8 1 !I% Convt'r llt>IP Subotc:lv~INI 

Oeooi'IIIU<f!'\ C1ur, .701~ !the ·s ,~..., ron~rrut>~c> ~tlenCI.IIt'~l 

•nd HISs l('OO Couport kll:xltd~lrl'f cnnv~tblc Mil"\ d..-

r l'bfLIII"J13. 2007 Clhr • T8!. Convertrblll H~\ "), e1rnnn•t•nt;l 

ti>C! poten«lltl dtluuon lroml'- convnr\Kill of ~u<.h scculltH>slnto 

S2 2 n••._. V\lle' o4 common ~t()( 1o In turn ~~ ri.'OUCt.tOn 111 

det)4 US'"9 ptOCftdl tlrMd from the IUUitnC(' Ql Cf'ft..., 

ptl!l.,rrCI <''lU"J -.«ur..,.s. "-' p•rhaHy 011~ tt>r ., ,...ptron 

or 1ncutrence oil& 1 bllllnn o1 drbc 1n cnnnec1oon wllh thr 

Ceble A£~111011!1 enG the! l8S 1ran~t1011 

Our ""!'I~ tlr!.t q&oWtec ol 1!197 lome w.,nN l"lllr•~ tnto 
8 ~ ol rtn.)ncifte Clara«tl()n~. wl'kh IC\ult!d tn ttm 

rQhn•ncW19 ol•pptnumMeiJ t600 mllbnn ol aobC fwne Wittner 

redtlemod llOO million ptlnCipel emoun1 ol 10 t'l% SetliOI' 

Not.~\ due J.,__y lO. 2001 o1 IWI Coblr liM" ("TWI C-tlle1. 

., wtdly owned ~'tiel)' • .,_, rtpprn•tmMely llll m•l...., 

KCrcted Pl0Ufl1 Ql T8S C~tblr lolotc'l. II en ~"gate 

rodemptoon Jl{IC.t' olapptoalmMelyl600 mtlliOn, inC'!Udtng 

rodf'mptoon Jl{-Uft\ end IJCUIIOtltnC"'e•\1 lhcttiiOIIICnllec.to ... ly. 

thr ·I IIIII !A-bc ~f'dfo"'P(tl'll't\, I tnrc- Wernro •'"'' ,. o.cl 

S600 P1INIOI\ pr•nc>J* ~ ol f loeCI"(( RIMe lu~ Not.c\ 
Clt.W O«ember JO lr'll(lhl' "fiOirtonq A~tte ~r~tlolot.e~·l fhr 

f~Nrung ~ece Ae~ NCJtl.'' oe•r ontl.'ff'\1 11 e 1101111119 r.tte equ.-1 

10 ll80ille!~\ 2S t;l\1\ pot.nt~ uf111l ~em~ lO 1001. et 

_,tome thl' "'u'""'' r.tKr..,... bo- •e~rl at • l1o d ·~r «1~~ 

to 6 ~W"N. 1*1\ • "'*'9~~'~ o-"'<1 upon ltme w_,rw-r., r•f'dtl 11'>11. 

•• \ut'to tttn41 The f IOaC!ng A ale Re<,f't NOI:e~ ere rcjjl'emaole 

.1M thr tlr€11011 ollhe ....,...., '" wt1101t- Dul nne"' pan 

on DKN>•txo< )0 2001 
In Go' I••'- 1W • . ,_ WOtr>4'< ..... ,~ ll'lptturm•l•ly \1 II 

bllltc•n 111 tndobt~''.., ronnot:t""' wtlt>ltm 1 U'> I ltti\I'CICJII ol 

•fiiC.fl lli~•o••ma«oly II I billiOn wr" wb'W'QUI:'ntly •rpAid dutrntjl 

1986 pronc'IN!I)' u""Q ptO(Nd\ from llddrltt_..l bnm~~ undft 

tl'wt lW~ <:•edit Agr_...nl . ~"~below! 

Ill Aptd 1996 liiTW' Warttl't llttW'c:laj)prOUIIa\f•ty I I 't~ 

~ o1 noc prncoecb.,., • pr1vata ~~amrnr o1 10 ll•'l(. 

e•C'-'9"1ble pref.,•.-d Mock IN01n 10) I he prQC.., a• -·e 

u\ed bJ T- w .. ..., 10 tecieem S2~ mrttron prltK.,-~ 
nil J!>"' ~~~"due AprM 1 i'OI 1 llhll ·11 7!1'11. Non 

Cnn • .,•uble O..tMt<llo .. •• • .,., ,....,,. l•~<nn I<><J"'Ihnt ""'" ll'wt 



II 1!)'1. Con.t!fttbe Dd'.:IWUII!~. ll><' "8 1~._. Ortx-r•"'"' 'J 101 

llpp'OIImatllty $76~ milooro on M11y I Y9b joncltodonQ IO'Cirnlj)lo011 

p;_, and accrUI!G ,. .. ,P.,t ttor<C'(tn) ana lrl <rducr• bs•• 

Octlll)l TWI Cable! by IIJIP'O•""alrty S l ) blll•ufl 

In r., .. ,. 18116. ,.,. w ..... re!dl!etni!G ''" ·~ 

S.l 2 ~pnnC!pllll~t ~II 7~'11. COfiVMIDlr-OrDo-nture .. 

101 S 1 21 ~. lll(:ludtng t~mptoon l)'rfliiUIIl\ Al10 41.( tiM(J 

onu•resl lh!eteon lhe tedf'mpuon ..,1,. l.,..nc:.ed w11h 11 1 j)tfX _, 

rats.ft:t I~ I IS 1!1.,..,., 1\\U.flCIIIO (~rmbr• t !19'> ol 

Cc:wnpeny-~ed ~•Y r~mllble ptrlf'f •ret ~r Uf ~ .. , 

ole~ and 121 i 7~ ..-on ol ptOC~\ '"'~ ,,,.., ""' 

tnuance 1n J.,..,., lltli ol Ill S.OO m~IIOn ptlll(:lpltl•nv•rnl ol 

6 85% aebenl.,el Clue 2026, ... tliCh 1•e reC!Oemtblfo 111 II• optKon 

ol U>e hold«Ml I~ If\ 200]. Ill) $101) fiii!IIOIIII p<lllUj\AI IUn<..,IW 

oil l'ilo Cllt.c01111t ~!I due 1038. wtwto dOI\tlll p.1y ~"'h 

rrlle<e\ol ""'~ 2016.11-1 S166 mll10n p;lf>Cipll ~· o1 J U'll. 
d<.~ntUI4'!~ Clue 2001..., ( ... )11!.0 rr¥11101> p!'lt'oCIJWIIMIIOUfll 

olll 05% dcbl!r!IUI•\ due jp016 flnw' Wltn!!r h8d Jl'ft~'f 

redeoc!mcel eppiOIWMa.ly S 1 billion pilllitlpnl amcP\1 ~I 1!)'11. 

Conwrllblo o.o.r..,.,. lOt S 1 06 Dolton (WtCiud""iJ redrn•ptiC'ln 

~lum~ lind ICCrued ll'tle<e~)lt'l Septembl!l 1 H5 U~lll!j 

p!'OC-t!edr. rai!>ed lrom e-ll $!100 milliOn IS'\UIIliCt' In J~ 1119!> 

ol 7 1!ttl. ten-ye• notal. 4bl1 Sl14 millon '"U811Ce in AugUlt 

199 !t of c(>o npany·obligeWCS manclatnr•y ·~ pteft'ftl'd 

1«~ of a ~iary 8nd ld .,....,.. cnh and ~alrrc'l 

SM NOlo 11 lOti c»w:rtp(IOil oiiiW' ~~OI~Y r~on.lt>'l' 

poelettefi .. llCUIII~Je• t'\-.urd 1n cnnnec:unn -to ~uch tl'drn,_.., 

In Jenyary 19116. •HonN!CIIOO ••II ·~ ecquowt10n nl (VI, 

~oo~ o1 r-w .. .._ ... '"'"""d s!oOO ~of I)VDIIC 

llOIM ~ ~nturn ol CVIand oorro.....o S 1 ~ bllloon uodc•r 

the: 1 89!t Crtldll AqriM!mr~ {a., dr.IIN!d I>NO..,)tn rcltn.,oc " • 

loke-amnunc ol 011'* IOdftt>crdn•"•' l'lWmoG cw tn('I.Wft't'l .n 

.,uch acqu~r.~t.no 

In Augu!IA 118!i, ,_ W8frw'f r~ed 1111 oil~ S1 II btlltOn 

pttnetp.tl •mount ol outUI"dOil4j) A~mllbM Ae~l NOCf!~ 

due AyVUSC. 1 !I 20Qjp tlhe •~teW!I NOie'l") Ill UCN!nqt> l01 flO.., 
••••• ..... ,. ... COfl\t'\II"Q ol olppl,.tmll,ly U!t• ""~ IQII'419114! 

I""" •s•••-OUI• ol FIOaung Rate NOie' duo Augu'\1 1 !> 1000 

;,pLJroxmllely sn2 mlloon -vrii'U911• pttnctplll amoulll ol 

I 9/S% N0114.'\ due Augu!ot 1 s. 2004. OWOiti'I'Wih'ly ·~'!> mtlton 

199'if9ala puncope~ -.nt oil 11 "· Oebenc"'•' due Augu'lt 
1 !> 2006 ana appto•,..ace4}' H•!i mtlhon •W"9•co p!'tnCip&l 

lltnn.lll of 8 18% ~U!ft d.IC! AlJ9USI l!t. 2001 

•• 

In J~y Ul~!> tw• Cabllt t.,m~ appto•1macety 

S 1 l blllono """ ... ' thr 11111$ C"-<JtC Agloe- to rfllll\anca 

ceo I lin l,.,._ll4 r<Jf "'' \ II\ 'luiN'<J or one ur rf'(l oo 1 he: 

ICqw.,lton nl K8tCOto4 

Ill J .. lr 11111!1. IWI C.et>k'. fWf and I !'Or f N( 

AdvltJCI!INrwhouo,e P~tiW<~tj) I'II!(Uif'<l I,,.., ,.., '~¥111q 

oedle fiC*'y (ltv> 'IIIII~ Crfldll ACjJtftmPI'I") fht! 199S CredR 

"9'- .,,.bl<ld .....-" -•- 10 relonance ,..,..,.. ...a.bted 
IICI!.\ n\Uil'f!d llllhe' I'.._, KQI.tl'>.lnn ... to ll'tltlllll'll'l! rW( ., 

ll'ldr!utl'driC!\'> Ulli1t'l a P'~ Ul~(lllQ b.tN Uedlt ft011ln,_ll4..., 

In finaiiCe tllC' 0(\()0~ _.,""9 r ~pot•. f ape• ~!OJIGhtMute lllld 

nthet r01pora1e nrrd\ of ...._1'1 bollro-

An e1t1 1Q1 dtn.a•y 10\\ ol Sl I mollton ..,I\ t.C 09"'lfoid by 

T- W8ffll!'l "''"" llf\1 q...,~.,tli1Wlu1connecr.oowtlhll'tll 

111111 OC!CM Ac-Mmptot'"'\ An UIIMV&rlll}' IOU ol SH m6an 

••' recOQntli!CJ"' 111116 "'connrcuon _,.. finw w.,,... \ 
redefnpCIOOI nfiM 8 1'> ll. OftMnhll«'" A I e•V..-wdon81')r In~' 

ol ... jp !Niilon llfill\ t<v.09f"'ed In I 911 ~ In C Ol\ft8C(I()n _,.. f Nne 

War,.,'\ pilll\111 rcdt:mptiOfl ollhl! I 1!>% Cnnveoftlble 

Oebol'lure' and ll'tll ....,. • • oft tly T'Wl ol dllleueCI l'lnenc:"'t'J cCKt' 
r..t11Cacl to II'\ ln<mPt bar* c;r~ aqr~ ''* -~ , .. ,_,. .. 
r ... c...,_. NM" •-w.,,.,.1 r•o c~ I\Oift do nat 

piiiJ lntere\1 unl~ miiC.,.J n.e 1c••o c~ .. c,.,.ae.e notft 

dt. .. Oeuoml)f'r 11. 1017-..cl\a~ablr .. .,.,'-by the 

"'*"'-'' no .,.. ·~~~ o1 11 1 ,.., <:!:\lie' ol comrtMX> 
'\lOCk ol Ha .. Oto IIIII'Or ••e oliO t51~ ~IP'\ 101 ~Kh 11.000 

P'""'P•I arnOUIII ol nutft. ~~ lo •-WltNf ·~ r9'11to piiiJ 

"' wt101e Ot on pa<t ,.. ... t.A"' ln .. laac:l Df Ha""o common uocll 

Tr.e term~ n1 thr\t' nm"' hillv• '"'"" illftlu\led lor • 3 lOt l WOCk 

-.pill ol tl•~bro common \o&OC:Il thet oc:c-.wrPd rn Mercl'l 1181 

(tl\e "Ha~o Stock Sp1111 ,_ W81.IICII can eloc;tto redeot'm the 

11011!!. eny •-t '""'Doc...., H. 1997. 11na r>olc:Mf\ une4t.oc:l 

10 ......... the NJIIII oedlteonood pttnt l,_..r!n f() lt11• ,....,,. ~ • 

~'"artll" or fOI"'ltol. at the:··- puce pluto eccrued ontete\l 

Hllldc',.. al-.o can ••le<:C to 1\av~ I~ naco\ recJI'C'mod at the tUUI) 

pnce pk1l acrnA!d ,...,lrtl on Oecemce. 1 1. 19111. 100? and 

2'00 1 ~ 1 to T omo w.,r. ''MJhl to p.y on ...,._ D' ., p•tt 
-h HnOto co~nmon ~toe• lf'I\II'At'l ol c 11'\h I .... • ,,.. ..... ,, 

conwm vo" pnce of Hnbro t~ ~rock II !he·~·" liMe o1 
•I>OompCKlll"' U6 11 ~ .n.te,...,..,. be odJII~Ied u-eel..., 
10 ptopot\100 10 Cha"Qft In Ole KCfueO O'.goneii~'UCI diKOUOC 

oleech NJ~a The 11 1 ~6ofl wru o1 H.sb•o com .. ~ \IDCk 

CMOnecll)~ l-War ... C. bl UWICI by lhe Com.,_y, 1!1 IU elor 

110r,, 10 uut.lylll obfi9M110n• ~ ~..-,. nor•~ 01 "' oeltgeuol'lt 

under, .. ,.'" men<11!10tot)o ,......,._. .. poelorrecl ~urrUe' ol • 

'\ubWCJ..,y INo&.e 81 U"-'Ued Of'll9l"'l t'lo'-'» Clot.eount on the 

Zf"D coupon ••c~lt.~ 1101e\ d~a Xltlwn S1 Oll bc1loOt> 

end $1 010 0.110" II O.Cembfof ) I. 19116 end I~~ •«'~ Uotrfyo 



the le<o coupon con.,~tll*! note\ du~ Jll\c n 101 lor~ 

cO"' .. ~Iltlk' at 1ny time! Dy UW' '1oidr<\ tt"CO 11n "99'CQfttr oft 8 1 

mlllt<l<l ~harc\ Ol r, .... WaH .... Ctlnl!NIII '>\I>C k ollltlf' '•lh· ,,, 

) 1!>9 '>l>ftl~\101 I'ICh $1 ()()() ptiUC.,_.II,IOUnl 111 IWII<:'' lonlt' 

W1r nrr fan olfoct to •~n thr ''"'" ••y Untr •"•' Ju1•• 1 J 

1998 .,>d ~~ C811 C!tl!c:IIO h_,vc lllf' nott'\II'CJ< t•n•c~ll-' .. " 

thcf"cto •• the evont ol 1 '"-'9' r1 con11o1 at tl'lr 1-.!>or ~K I! 

pill\ KCJUI!Cilntl'fO~t Holders .. w can cll!!ctto Mitt' tt.- 110\r., 

·~ • tflt ~~~"" P' ICc plus .ccruecllnt Nl'r.l on Ju,. 17 
1998, 200) lnd 2008. WDI«IIO Ttme W.,rM!f'S roghtlo pfty on 

_... 01 m P•., wtCh T""e w,,,.., common stoclt ln-.trad ol 

CO'!.l'l Ttw-o~.11veleot COf>W("f!oiOII procc ol Tm~ w.,""' con•mon 

saoclt .. Uoc hrst date ol •C!doft!JM>On i'lo '61 u FM" ShAre, end ""'II 

be •dJu~l~ lhe:fuelter 111 ptoporuon 10 ctUI~\ 1n tllr M r• ut'<l 

01'9111111.,\UO dr\coul'll olrerh no4r Unemorlilrd OI'NJUUII 

•nue OI,Cuunt on 1"-1010 coupon con-tlb4r. not"~ dur 4'01] 

was S1 )4~ !>tilton and t I 396 boiiiiOI'llll Df'<.crrobet 31 1')96 

eno 199!1 '~"IJ(!Ctsvety 

•• ,. !;•••" 'acllltla• I~ ,,,., ( rPctn A9f...,.,.ll Jlf'lmlf\ 

bi)IIO.Iny"> 10 10 ewGQill! amount o/ up tn S8 ) bil\oOn .... h 110 

"'t.dlkc:l reduct-., on crnoa avnolllbiiCy ptiOI lQ man•uy on 

Ju~ 1000 UOfl~ •e IIINI~ 10 $4 biiiDn in tne C:l!.t' ol 

TWI Cit*.$!> blloOfU!Iht'CI'>C' ollhc TW[ ·AOVI"C('INt-wiiOil"l 

Pert,_VIop IW'd U ] bAofl tn tile CI'W' o/ TW( "uDJ«I on f'Mh 

ca\e to cr.rtalf'l !f~~UUo·~ ln<lllt:.lJO!otmerli' Surh bOitOWWICj' 

beat ll!t@fe!>l at \pe(:IIC: 11~ l01c.~ch olthe •~ bOlt~\ 

genet .. )' t:'QLIAito UBOA '*'~a marg1n .,.._.., ·~ l!cJtll ~ 

to 87 !I bMft po.-,u, -....ch ~9'" wiN ""''I biYft 011t!le (ri'CJct 

r at1ng or ,..,.111tsal le¥1!111;1e o1 thl' 1ppit(: llble t101 ·- u .... ,...o 
crf.!(M '' avatlabe fo< ~·' bu~.neu purpotft end 10 !'>UpPO't 

lin"/ comrtMtrc181 pipet borra.tng!. E.ach DOtr~ 11o rrq .. rl'!1 to 

PI)' I COf'lft1Kmc!nt fee INiillly fll'9l"'9 from 1% 10 l!i% pe! 
IIIY'Iutn on rnc unused pott1e • ol n commotfTN!nt lWI CetlM' may 

al~ be fCQUII'~ tO ~'/11'1 ennoel fiCI~IyiH equal 10 111!1'111. 

ol ,.. ... cnure- ol .,. commotfnf!lll. t1C'pe'Oc:I"'Q (tn thP ....,.>~ 

Ill~ .. lononc•lllle•«"1191., .,., 11,.n11 .,.,., I he I ill!> C "'''~ 

Aqr-nt Contalll" c0<1aon 'o..on~u•., 11'11 e.cft borrOWI!t 11,..1,'9 

m. arooorw;~ Olhor "''"9~ 8dciiiiONII t~odne\!o 1--.5. 011 a-...cl\ 

ca!oh III:No co•«•9C and 1ove.1191 rec.a' •nd ~""· acllwencl'" 

t:.liStnbull~ IW'dothl!f Cllli pa,-...\ (If IIIO!.Icr~ ola~W~ 

lrom 11M! DOtro!M!•~ to the• <csp•~U'IC' p.,ner ~ 01 allollftlr\ 

In COtiOI!CioOtl •ICh tne TBS ltan'NKtrOt'l f~t~tct W11rorr 

a~~ epptoaiiYWI(ety S I 1 bollon ol oetM unde< t-o ~paratl.' 

rcvolvlfl9 credll lec:tllue~ ol TIS lthe • TB S CrOOft A9JeoemC!fU "I 

The TB!o Crl!dll A91ecm.,., pt"•mot bnt•n••OIQ~ by TBS "'•n 

.. 

.09Q11!(JIIl' Afn<,.lnt of tip 1.1 J1 h<lll()rl i'u<rCIWWlQ AVftlllll-)' 

undel I hi! l R., C •rcl"'' AIJ'M'mrtlll\" \f!lf'tlulrd w t><• '"dc.-.o 
t•y J 100 lhliiMtJJ "" l'•l< h C ftlrllr1ar <jtlftttrr Ill I IJ!tll ollid lhl''f'lfll'l, 

by S 100 mii\IUfljlf't <jt~~t•tro ,,.,.,. flo•• rmt,., ll_ 1CIOil 111 wlw h 

hiM' lhl! ; lt' (H•tlll Agrtor""''"' t'•J.I'I~ flnttO'IIIII'Y\ ""'"''I he 

18S (ll'dtt Acj•C'C'ITW'nl\ 1)('11/ 11\ll'tMI 81 !lilt~ 9f!tWlllllly t!qLiiiiiO 

LIB OR plu~ • ,.,.. ra"9•19 hom ~0 lo 1!.0 hll\1"> p011"C,, ..-..ch 

-91'1 -~' vary rut\t•d '"'. , ... .,.llll! (If I as-.. ,....,.,,,., lorVDfiiCJe 

Un~ credtll\ av.rulalth: tr. V"">rlal b'-'"'"""'~ pu•po~rs f8S 

•• ••qutt-cllo pay commotn,..ntlll"f'\ ol 3 I !I'll, on the uuu'>OXI 
1)01110n ollts COI'Itmotm..ntr. Thel f IJ', Crcdrt Agreement~ cone am 

corta1n coven1<1" fo< T 8') lll!lltrng to, •"'""9 Dltw-t ltung'> 

ld<JotOOONtl II>Orbil'd,....,, !oN\\ on a\">411\ 9,,.,,,,,..,, d'"4'"'~~ 

liOn' ANJ ICql-11\lt•ll" < .nh llow < uvrr•yco llr.tro-.r·••<j•••"IO' 
end lo,tn\ edllllfll' ~\ tlt-.lrth~MIO'Io At Ill O(fl('t ( 11\h Pft)'lflN'I\!0 

o< tra~e<'!> ola~.,.,l\ lrom fBS Co l•m,. Wa•nnr Oltl\ atiMietr\ 

P•onclpalty as • tl!\1111 o1 tho re\trl< .,.,,.., umlt•r '"" 1 uu•. 
( rodll AQIIIIIII\1'111 atOll th•• Ill'• I rrtl• Aqrt .. 'fl ... ll\\ ICI\Itklf!d , .. 

._,.,., ultmi\Hhdatnd "ib~MNI~~>"> of '"'"' W•"'"'' amoulltl'lJ 

lfo apj)IUIIII'Illlftly S8 I b1l .. 1n II 0. < t u l>4ot )1 I ll!lt. 

,_War...- · fW( Ctedol AI!'••- fonw• Warnt)l ftncJ 

rW( t:mert'd 10\0 I Cfedilac,jfl!l!fllii'OI., 1994 \hll\ allo"'' 

f wne WatfW!t to bfirt0'11114J to "00 mllloon horn f W£ thiOUl)ll 

<,r.ptef'JIDIOt l '• }()()() 01ll'lot_l .. trj botH-11'9' from fW( 00181 

llllt•tr\t llliKOif jiiU'> I'll,~., atwoun1 l IITW' Wnrnet 'IOttOotWf'd 

s•oo m~11011 "' 1~11' uow.ll'f tho• ctNI<t ~···••nw.nt. nnc1 u..,.d c~>c­

proc~~ thl!felr•- ptWW'~Iy to "'I"'Y (..,hen ol .,. no:•tr\ at 

u- ma\ullty lll.t<1o.t..-.n p6(h '•"•' W.IIIHtl (.t>r>lltlll l'art~l 

h.l'\ QL*.,."'" e pro •••• portoon of IIPI"""""•trly ~~ 4 bdlo011 

ol 1 Wf 'i dlobt o~nd a<uUf'lt ontNr~• at Do.,. "mber J I. 11196 

I'> mo<e l~y oev11bl'd '"Note l 

IM .. a•l £1pen•• .... Mat .. ,ot .. a ~~ ()N"t•mlWt )1. IY'I6 , Ton., 

Wlfllr'f had lllCt!tl"·l talC' \*ar> cont•41 '' lu JlltY ""'"'"'l ""''~ 
(oJ ltllrlf''l and •f"C ,,,.,., frard tlll.,~ 111 mtrr"\1 O<l S1 ) tlllloon 

,lllf(ic,roal •Ill- ol otodoOiedr~'' ..... ICh llt~ullod In appro•• 

rt\4llftl1 4 J"'o fllftme WarQI!I \ WOdC'IIJ'~ dfrbt MWII:j .. U!>I"'('I 

to 11111\ble! tntr.rr.'>l lelt'\ INOIC 141 

llote•ou o•peme a-.untctdto Sll611 """0()01 on lllllll J• J 1 

nuUor111on IIIII~ lind 11611 mtHIQII"' 19114 III(ILJ(llll(j Sl6 nuloon 

'" 111116 SZtl ""''-'" •o 1995. ano $11 rnolllflfl "' I 994 ~NIIIch '"''~' 

p.ilod to TW( til COftneCI,.A'I 11111lh bOirowong' ~o~ndot f 1n1C1 War,_ ~ 

S400 mlllonn Cf~ll aqrH~I W!th IWI Thr Wf'or)hlr<l avroaq,. 

tn~ete'i tile on Tm~ w.,,., 'tnc.AI drbt <fl<'fudtr"ij ""' rllrcl 

o1 ''"'"•" rM., ~••P oW\Ir4t< '" "'"" 1 ~ ... una 1 II,. at 
D<•ren1bc!< l \ , 11196 ar>d 1119!1 '~"P""CIIvl'ly 



AmUftl re~ymeru ollong tl!fm ClcDI lOt trw-'"'" yc,,, ~ 

<,ub..._~ 10 Oece...ae. 31·. 19!16 con~'"' ol 1!.00 nullo<>tl <1uo· '" 

1998 and s• 1611>11kln dUO' on 1000 5uth 't:PIIylfH>nh c•c:ludf' 

the aggre-gate ttlpi6Cnl!wt 01 redt-mpt-. puces ol' S6!>6 "'olton 

on 1997 and S 1 H l Dillion on 1 HI rctabnl) to the lP.IO Coupt'Jil 

ucl\atlqeatl6e ""'• end 1e10 coupon Corwvtllbkl nolf''l. •e"PP'C 

llvMy If' the ,ears in wl*:fl lhe Mldllr\ e>l wch dllbl "'"Y lnt 

,..,.,n~ tht-ir •cdempCIOn ClpCIOI\\ 

J. &O'U~OWIIIC:S AGAINST f ·UfURf 

STOCK OPTIOJIII PROCUDS 

in ConnPChon wtVI ,_ Watnn!' -, com,_, stoc• rcpuor ..,~ .... 

proc;~rarn !Note 111. Time Wttrtc< entored lnl:o a ltvl'-yC.ilr. 

$15(' "'olhon revOIVI"''J Cl.ool 1-.c:ollty ~he "Scoc• Op110n Prc>C<>nCI\ 

C•edot f .c:Mity"J 1n M.y 1196 Botro~s unoer t~ s.toch 

Opt-. Proceeds Credil r ac:!My e~e ptlnCtp.lly UHd ro 11.1<1<1 

stock rcputcnasets 8lld apPtoalft\Mely UOO nullle>n ol' prl'lo,ed 

dovldcncl •eq• <efllef'C) on Trme Wet net's ~ruG. H 1 and J 

Prele~rttd !.te>cll At OKMftbol ll l996, T- WlltllCI' 1111<1 

botrowed S•ll rnAonunc»r the Stock Op~n Prcw-Mll\ 

CredK f acltlt ~ 

lhe! !.lock (Jpuon PrOCe«<'lo Credit r ICrhty ......... ., IJ'O•II:h <1 

lor bou~s 01 up to Sl !.0 IINIIoon, 01 Wh.rto up ro $100 nodl10n 

os reserved ~ly 101 the~~ ol otKI'fC" Bn<ll~\t'Wtf'· 

unCJor BOirCJWW>V~ unOM tM !.toe• 0pc.IDf1 Procec<~~ C<l!dll 

f e<:tllly o-rally beat ftlfOSI at LIBOR p1u$ a llllrgtt~ equllllto 

a bl!oiS pointS and.,. ptlnerp.tUy C:XP«Ied to bo rep.:ai<l front 

u.. c ... h p<OCet><h rec.._.., lrom thr .... ~tiMol desogn_atrd 

emplOyee stock opc-.s There<. ~·IX ol StiCh ilocll ope.-. 
proceeo<Js pc!'I'NIWntJ)' r.OUC:ou tnn bono.orif~V av.....,_y ~~~· 

the •• , ... 'f· ..m.cn tiel been reduc('d 10 •wo•lmalrty s, l ~ 
molloon U ol' OKombo< 31, 11196 At OocC"'be' )1 , 1~116 b-1""-l'l 

on • c10song mark tiC Pflte c. ftmc Warner common stock ol 

S l 1 ~0. l.hG aweg•~ Yaille ol poeent"" procot~a'\ to Trmc 

W.,tner I tom u-.. e1etc- ol out'\tandu''9 .... od. ·.,.tho mo...,,.. 

stock operon~ covered unoer the lacthty was appto••matl!l}' S 1 ~ 

bolltorl repte~•ng a 2 1 to 1 covor19C: ratio ow• ttw ralo1IHI 

oorro.vog avao&abolot)' To 11\e •• ,.,..., that or.ucn •tock ope-. 

p<OCC'IIds atfl! noc S4Jifoctene to "'ausly ftme War net s ~Mlon\ 

uoocr the Stocll Opllon Ptocec!<ls Credll fet:tlll,-. f-. Warnt1 

''genet ally roqu~t~ to repay wch botro.vogs "''1119 p<ocec<J' 

lo041Jthe "14tle Ql !oi'Wes otocs common ~O<k hekl ,., o-.crnw 

u•ldcf IN! Stock Opc.on Ptocec!<ls C•MIII f ac111ly01. at ftn• 

w.,,_ 'l'iec:t.o., ~ ... ~ c•nn oo hllnd '" aao••-. 

.. 

A\,, rr·...,• rrl Ttmr W;~~~ \ {flrnmotmc,. tou..c t/11! Stock 

OCICWIIl Protr>NI'> (rre<t 'Mt~ty \0 lt~ICl app1011nl81rly \200 

tollooo ol p<l'll'tlr<l dt•odfeotod •f'qulfOmcl"'('\ on It"' Soforol'~ G H. I 

and J PrPh•rrl'd Stnr-11. flmf' WarNJ< hn al\o '>llpplr~m•ull~tlly 

&ll'ond to plat·,. tn C!\1 rnw .:an etnnu•c nl ca\h IK,IllAI to rtr 

r11reu rr1 ttr unpattl pcc:-l~rrrrd dlvodl'tlld •cquorf'mf',., on 'uc:n 

'\.Ollet ol' tnn.-c:-rc.btr p<<'lcrri"CI \lock n-r the btJftO"'tn9 

hatlltbrhty undt:f the latiiJiy at 11r•y time At Oc<crnbl'r J I 1996, 

r- Werner hAG piA<f'd J61 mrlloon o( cnh ana)& nulhon 

'\halct' "'t!'crnw unl'tfot 1he'4" Atrllnl_lf'!llf'nl,, wNc:h !>I'Mrr<o arc:­

••011 cofiWderrd In bt> ,.,~ •1'111 out• to!lndtnQ caprtal ~lotio. ol 

thl' C<WRpotny f &'ftC' Watnor m•y be oequorl'd, lrom •- 10 rome. 

to nave up 10 !11 !I molhon !>hare., hrld on r scrow 
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The dlllerenc" ~ .ncomc UIU'!> raJ)tlCtC!CI M the 

U S fede<el ltat"'OIJ lllComet•x rae. .tnCI.ncOIIMI \aae\ ptoviO«!cc 

are ~~~ !tet IMn Delow The ri!UIIJOf'lshlp be'l~ wocome Defore 

""~ •••e\ .,., income ta• upenw •s mos1 atf..cted by the 

atnoftiZMO\ of gooow• lnd (ett..,.. oche-r lonenc..t "atemrnl 

upc:me~ 11uttare no1. deductible lor....::ome ta• pe~po·-

_..l_O.-U.~ ·- ·-~ .... - - -
...... Oft II'ICOIM. U!. 
,..,.., .. .cucnryrara ' 2 ' ' )1 

~ ...0 IOCIII UlltM, net 1e 11 )0 

foo~ll!'tiblc goodwill 

.tmottJI•JOI• 131 100 91 

OCilCf r>QnOCducllbll! expc!~ 10 10 10 

f orew;n ncome Ulxed IK 

dlllet'l'rll , .I!\ net ol u s 
lc:wegn 1.111 c:r~' ) 

Otroer llll Ill 11 
-

local I 110 '121 • 110 
- e==- A -

Sognllocan! compo,_, of Tome Wetntf \ ne~ oeferri'O 

ta• ~-~ a ' liS follow., 

Dec_,._,.. 1- '"\ .... ~~ .... ~~ S3.111 U .lll 

Depteoac.mn end emo11.11atKlfl 912 119 

Urnalilod appt«.~ ol Cet'\6111 

merkt!Uble ~~~"- • • • ,, 81 

~ .... ... .. . 41l 3110 ----
DeferTe<l Ull -abllotle!. l.lU 4.Ml --- --
ru~.-m .5a 211 

Ac cruec~ illablll.es l2l na 
RKe.vablr allow~!!$-~ rl'C~n r~v~ 221 211 

OCilCf 110 101 
Of'INrr<l Uil .:1~\oi:L .. , 112 14l 
lli"t dt>IL't'C!CI Ul• •aoo•ur., "081 '1410 

U S oncomc ana IOtOtljln -."tvloldln9 uo•e~ ha••! not 

t>ec:n •ecorded 01> peo~y reon~ed ~•I'WI9~ crl l011119n 

~~- .tggreg.JIIll9 IIPptou•rulloty U60 ,_., el Docemb<:¥ 

31 19§16 {)1(.,-tf!INJQOn o/ t/tie IJIJIQUrtl (91 llfli'«~lftl ilciNW(J 

U 5 tMC-Iaa .,_I)' -n I~ Ill>, ... h C6fr.tVI 1\ nol 

IJ'• tor.IIC. If '!UGh Uflllflljt. a•e tW:"petroot~. ~IUOIWI U S 

·nc~ ai'IIJ I0<C09'1 WllllhoiOitlg Y!aH fltlf! ~IIMI)' Upec~ 

to tle oii'M!I by uw eccompMJI"II lnrew;n tea creau 

•• 

US leclotaHa• carryforward'> 11 Oe<embtt 31. 1996 

conWiled ol 1752 moloon of tiC( opc-rat'"9loues. Ulo.·•11o0n 

ol I ·eeon t.lx crC!Cirt\. '106 mtlhoo oltl)ve\lmt'fll t.u cred.tL., 

and S52 million ol alterrntlllr'O rntl"'lrnum t.a• c.<l!'dlts The ullhlll· 

liOn ol c:.u..e carrytonort~~Cit." t.ub,IOCI to hmrc.uons JOGc!r U S 

fe<1erll tneome tal •••~ En~ lor tho altrlrnatHe '"""'"'"" 

tu cred ... which do 1101 uptre, rt• 01.,.., \1 ~ h'<tflfallaa 

Uff,....,.....,Cft ••P"• ill varylfW} amo.n'l> n lniiOWiolor ortC'onwr 

IU lepoft1'19 pu'po\t"'' 

r-J'CI ... ,. - -- ........ 
0!-•-.. '-" lao 

~ 
,_ c-• c.-· 

1917 \ ' t 
1991 " 1 ,~ 

1999 ~ 6 

;>()()() 8 l 1!) 

T '-oe""" 14110 1008 7l1 11 

'152 ,,01 ' )7 

8 , M_AIIQATOAIU' A(IJEt:MA8Ll PA(ffiUUO S(CUAilll~ 

Ill~~ 199~. TIIIW! Wa<nrr 1\ .. uPCiappo•omet~)' 12 1 m1llron 

Compeny-obleg•teo menC~e~o<fy rt.'r~m•ble P'r4euod sKe~•••' 

ole wf!olly OWfV!d '"b~y rPl RC: ~·1 IO< &99'~6U! gros~ 

proceeds o1 U r 4 milliOn trw '!.Oir U\N"> crlthe "'bsiC)ary lhot 

... tl"oe ODII90f Oil I he p E AC ~ ... nes rtulloOI\ ptonctpet .... ounc ol 

4'11. suCadllwleOnotes ol Old T~~Y>e War~r due- Oecemt~er 2J. 

1 gg 7 C.-Nt,... ceSh diWlbllt- .,. P•Jal:llc 01> tl"oe PE AC S 

11 an~ riMe ol <I'll. T"-t P[~CS are mandaiOtoly 

·~rnablo on Oc:<:ember ll. 1tll7. 101 en ..,.nunt pelf Pl~CS 

~Ito ltle le• ~ ol t~<l 41. &1\d trw matlueot value ol 1 5 ~I'Wirt!'> 

ol common stock ol HIUlfO on Doccmbcr I J. 19117 Ia.,. aCIJu~teCI 
lor Ole tlatboo Stock Spill), peyabiCJ on cui! or, "' T~tne W•<ncr 's 

op1.1o•· .. Ha!lobln con1~ "cock 1 mt~ War I'M!• hn lhr 'Mjj'- tu 

rodoef!llhe P(AC<; 11 1ny ,.....,. priO' rn DfK'omber 21. 19111 

81 en artWJUnl pt>f P(RCS oquar to S!>t 41 Crllln c~t!Wl hfntll'd 

c~tcum\tancc:~ the le\M'r ol \ucl! 111"0...-11 And IN- markC' valu•. 

ol 1 ~ t.harn ol Hesbto camrnon t.tod at !hr. IJmo of tctdomp· 

coon) plu~ eccruC!CI .nCI unpaid dl'\1 tiUIItll\• thr l'<'\11 ana 1 

OUCIIIW1qPII'm•um peylb~«oca'>h,., 111 '"'"' W;~,,,,,._oplenon. 

#'la(Cif(l Cntn<TTlll'l '\lot'. 

1n Orcember 11111!>. '•me warner IS \OM approximately 

2 ~ inAoo Company-at.. ~eel mana~tntlly rQdto~llble 

prt'l.,tiiO t«llll.te' ol I ~ty O•n()O \UD~KIIary f"Pr&lert4!(1 

Tru!!.t Sec:uo-s" l lor •w•~ate 9'0" procM:ol\ ol U 1!) rnlltoon 



; IW V)lr tl\ \lit I of the klbt.idll? I twl .. I he obelfO' lit\ I he! 

Prt'f~reel lru~t S«urlCift ate U92 mllliorl ptlnC~I lmount 

ol 8 118% !o<>bofdlnated detK'neurC!S of Old T"'oc Warorr dUe! 

O.cember 3 1, :Nll5 C urftiAMI~<e c •~ cs.&rtbl.aiOI'OS ate! p.yabllo 

oo tile Preferred trust Securruo" al en lllnu.l rite ol A 1/fl,. 

lhe Ptlllf'frtt<J f111~ Sec:ur1Uet ate INndeCIJflly r~abiP ftol 

cnh on Doc:ombet )1. 20:1'!1. and Tlffte w ... ne< 1\n ,,... '19hltn 

roi~Ot·(•rn the Prcft'frod lruta Sec~•ue•. 1n """"'*'a- .., p11.,, nn 

or eltcr Oc!ce!mbcf J 1. 2000. or 111 othC!r ccrt~ '"'""'"taoce~ 
"'eech c a'W! olt an amount per PriMerrc:d Tru~,t Securoty equal 

to S2~ plus .ccrutd ~ unpMI CJIWobuiiOI'O\ ll'le<C!tlfl 

T •me Werner nas Cl!l"'ltn Oblt9•~ retattog to ct..,. Pr AC •, 
111\C lhe PreferrPd Tll.lst Sec:unt~ whtch .wnoufll to a lull 311<1 

urconc!•llonat guaranty IOfl 1 subofdinated ba~sl ol uc:h 
su~tllfy.., oDiogl'UO"' ,...h re.,pect thoreul 

In April H~96. T ,_ W111 rw:< r at\Cl 11 appro .. t~ately S I !>!I boll""' 

ol net proc•·r~.,. a pnvate p&ICftftW'Ill o1 1 6 1111lhon ''"'"'' r1 

10 l/4'1b C!~chaogcabllt pr-'rrrecl v.ock. Tin rUUMII'C! ~cd 

.... Company to '"*• C:alh ptOCICldS uwougro. 'W!CUIIIy wtlo\e 

paynk'nc te<ms al'f prwtelpolly llnllc:d tunall a reor~lii(IOn ol 

TWE. occurs. tl IP")')IO a portiDft ol T" Watnet 's CuttC'f!Ciy 

noncaih•91Nf ... in9 lnlerHl., rtw ~~ 8 c.,..at o1 TWE. 

T,. proceed~ raised from &his V-.ttlon -t' used by T"'"' 

Watref to reduce diiCl As part of the TBS TreMattton. ll1<!se 

preferred ~es- carwerced lfii.O r.gru.rod Sherr.'> ol 5o<rl0~ 

M e•c '-lgea~ prelenoc:l v.ocll wrlh suO•"-Iefl11df'nlrc al 

terms ("Ser~ M PrwflllrYed Stock") 

E.ach shato 01 s.rilos M p,.,.,rod Stock 1s enutlldd ro • ltq .... 

d .... IOn prefe•r-rce d 11 000 ana eniiii!H 11w. l'lnlelrr lftt'ffd tC') 

II!(;C!IVO ' ... nuUIIW di~S II( lhe , .... ol 10 1/4~ per -m 

Pl11b6e qua.,orly 111111 c .. h. to lhe u~ ol an •mo..,! equal 

to ll're Pro Rae a Petc•r&a9e In CJI)Iinod below! mult.pltnd Dy ,,. 

_,of ca~ d~li~IOns rec:e~vod oy T•~ Warum I rom TW( 

IOIIC" tesp«IID IU. .... ctiS-' the ser .. A B c ... and ~e .. odual 

Capttal ol TW[ C!•cluctonljl \ICKII opte~n rl!lntC'd oo,.rrOUIIQn\ ano 

ccrlalll tea rellled dtstntlultOM kOII«tovl'ly "[1'9'bW TW[ C11<.h 

Dostrobl.ltJOns '1. 01 1211o the C!ac.onc of any belence 11 I~ 

Warncr·s op«IOfl. llrl., C:ll.h or (Ill on·lund. througn lhc! ttsuence ol 

ilddoeronal \Nires of Scoftf'\ M PrC!If!l'•ed Stnc II ""''h an nwcq•r. 

laQwGitKlf'l ptolerence equal In th<~ amounr ~ \ur-h d•vodond' 

The "Pro Aall P~trcefU98" tt equal to the rac.o d 111 tn.) *119'1! 
g.ete l~atiOfl prafiiAiftC• •ne OUlsta -.c:hng ~f"S ot Sertes 

M Poelerroc:l Sene II. tne!Udn9 any ICCurftUIIIIId ana Ul'f.l.-cl 

doviCie.....,,.. tr-.on. to tlJ T- w.r-·s &Oialint.,e'lol on cnc 

., 

~., .. ,If C•P"al d JW(. • wludonq any lll'dhlllbu."d J.l'nOCy 

, .,-a~ return lhl'ftoon 8«au\r ca-.h dl\lllliUIInn~ to t1111r 

Werner w1lh rc~J)C(:tto • ., •••eouts 1n 1toc Seues 8 Capo1a1 and 

Ae~ Cepot.ll ol TW[ .,. ~aly rar.trlcl.•d un!rl Juno 30, 

1 !til~ ••• \i.tb)ltf llfl ll:lttlnonalllmltallnn" lhtun•llrr ur11Jnr 

the IW( pat'IIWt\l\lp "llrllflnlft,. Ttmn Warnn• doc)' I'IOI"Jpntt 

lo ply CISh dowodant:l\ on the lntO\IICIII*I fUIUIO 

The 5o<• lOS M Prelarred Stock m11 De redll!emfld a! the 

op«lon of T 1me W11neo. r: whole or 1n part. on 01 &hll!r JrAy 1. 

2001. 1ubjec1 • ',,.., ~ QnGIII~n• "' 11., ,,mount pot ~h.lrfl 

II!Quallo rC'i ltquodlltiOn ptP'•·••·•..-:e pl ... \ accumuh1ted and 

DCCI~d and Ur'lpOid dNtciend5 ther~On, olnd II dC!Chf'Nfl9 ptrmrum 

lhrougt~ July 1, 2010 ttM 'Dptoonilll All!l1omptoon P,.c:c-"1 ,.,.,.. 

Warner ts tii!QIMed 10 rl'dc-cm ~are\ ol Sertt:\ M Prr:f~•N1 <;tnck 

rllflt8'Min!lnQ up lrl 70'11,, 1'1'11.. U 1/]'N. 1'011 :.O'IIo nl tllf' tl"'fl 

hUII\IIIndtnqiiQu;<fatoon poelrre"C:C! Ql •ht ~Of,.'\ M f'r~r,r·•J 

Scocll on July l Ql 1011. lOll. lOU nod 101~ '"'P''Cirvcty. 

at an armounii'QUII 10 tr. .-.,gregatc hqurd•toon ptcfetrncr nr 

1hr ,.,...,.. Ql \h.lro\ 1n tw1 rodoemnd plu\ 11cc umur.t"'l •• 

au rund atod Ufli.NNtl t1tvl<lf'rl0\ lhrreon lthr. Mntldatt~ty 

A~10n PrtCe') Tot"' pay.-nc' "'respect nl \IK.h 

ll\8ndalory rodemp_,. obhglhon",.,., eny rodcunphon dah• 

11e INnlle<l IC'l an -.nc equal to lhe Pro Race Peru•nlo\qt! ol 

any cal.h dostllbl.itton\ •KeNIId by T1me Werroe- I rom fW[ ltl 

lhe ptecedln9 )' .. ,WI conuactiOtl..,.th ll'le ro'1empronn ~ 1""" 

Wllnot's '"'"'est \lithe! Sofrlet 8 Capttal ol TWt ,1nd 1n 

coonecuc.n w•lh crrt11on cesh dl\trlbUtiOO'\ rolntr.dcn T!lrlc 

Warnor'5 rlllrreSI "'!hoot Res.ldual Captal II TWE I~ •t'OOinptiOI'I 

fll tiM SCifiC~ B C•p•tal of TWF ·~ !>theduled to occur ratably 

ower a ftv• JfliJt periiOCII cornmenctng on Junt 'O. lOll Tune 

w • ...., II req.a~ec:l 10 redeem •ny '"mlltf'M\C) nul "andrng \hateS 

rl Sao_,. a.t Pte!lrrre<l !>tocll on July I. i'O 16 111 the Mandatcwy 

Rl!dt!mptron Puce. l'ln.~ve<. "'th41• llrtltlhal l11nr WM~ ·, 

1niC!rC!'I on the Serle!!> 8 Capolel d TWL hato nO! be tin ~~mcd 

'"lull prWlt to \Ueh ftnal mancsatc y reck!mptlon oatr. plymet"rl\ 

on rc,pect of Ill«: loroat rn.1ndal0fy •odl!miJIIOn obllgolonn of,,. 

Seroo' M P•elerr11d Slol'k on 2016 woll bel hm11rd In •n 11mmon1 

,.qual co lhto "''~"' d lhe t.tandotn•y Rc<lrrnJlh "' Pnce on<11n 

"mount equ1111o ttlto p,,, Go~ta Pcrr ootb•,l~' o1 ·tv- Ia•• m~trkf't 

value ol IW( lnN d till'\) attr~ut.1ble lo T ltnf' War~\ 

lnterC!\&s '",,.Soltes B Capolal l•ld f.I,J.,odulll C:ap.tal ol TWf 

Upoo 1 ti!Of ,•nr/IJIIOn of IWf a4o deftn(II'J 1n thr retiiN1 

corllfocolo ol Cle\'9"1Jhon TurN' W.1rroor mu~l olrn mlheo to CIJ 

ucna119e eecn OUistandft'rg '>h.trr of Soeroe\ M Prt'ferted Stocll 

rot 11\atH oil,_ wnes ol10 114~ t:•~llolni)C!IDie ptHI'ffC!d 

sit)(. II r S..•• L Proleootl(l Sino: II. "J c~t (21 \U~t to cettaon 

C:nndi!JlQn~ r~ liM OUC\Iandl<•g '\trare' of S.Pie~ M 



Preletred Stock at an amoYnl P'Cf V\llre equal to 110'11. ollhe 

hq~.ttiOil J)lefe.rence thl!feal. plus oc.cumulated 111\d t~cnue<l 

and unpaid cJMOeftds thefOOn Of. •"nr July 1. 2006. 11 lht< 

r rpuor..-1 Redo"'pciorl Puce. The Series l Pre/erred Stock hll' 
tf!fms srmtlar to thoM oiii'IC! SeriM M Prefc!ttod Stock. ~xcept 

tl\at ~·J Tune warne< .... , ooly pay dividend!. •n·kind untrl Juno 

30. 2006. 1•1 Tim• Will~' 11 r~ed 10 rodoom It><' outM•nd•nQ 

share~ ol Sel'les L Pfefecred SIOCk on July 1. 201 1 at an amount 

peer shale ~~·• to the llqU!Qallon J)lefe<once t~m of. ptu~ 

accumulated an<J accrued aoo unpaod1 dlvldc!no'l ~~~ an<l 

~urJ Trme WarnC!t has the opt.oo tn ellct>angc. rn whOle but noOC 

'"part, !>UbJC!C-tiO ct!fta~n cond"roos. the OYI!otandtnQ ~hnr,.., 

of .er-e!- L Preforred Stock fOI 11~ Wllrnef 10 11•'111. St:ntor 

Subordlnau!d Oebeft11es due July 1. 2011 (the "Sen><l' 

Subordon.ltod OC!benllles") hayong a ptrncrpal amount IJQI.IIl!lto 

th'l hquiCSauon ptef•rence ollhC SefiCs l Preferred Stock plu\ 

accri.JC!(I and unparci dovoOc!fiOS. ~he-reon ll'lt..,.esl on the Sen~IV 

SuDorCIIn~~te<l Ooben4..-e!'. rs paylbll! m ca!lll 01. M T orne 

War nets optiOilthtOUVft JIIW lO 2006. in-lund ll~rough the 

rssuance 1.1 addrt1011e1 Sei'IIOf SubOfd•nated Dnbl'nturc~ wlll'l 

,, proocipal arnounl equal to sucn .,.C!fn'l The SeniOr 

Subordinated Oebencu'e' may be r~mod at the! np!W)n 

ol Tr"'l' II. 'trncw, "'whole Olin pert. on, or aft., July I, 2006. 

~u.bJt!< 1 to ceruun cOfldiUons. at an .-mount per dobOnt~e 

eQual to II~ prt~~crpel amour1 piU\ accr~ l!lnd unpllod IOII're~t. 

and a decll,..ng ptemtum ttvough July I. 1010 

~ ...... 
......... ..-.g 

O..OrpiOI 
,_ 

Ser~ 0 Preteued Stock 110 

Serecs f Preferred SIOCJI )1 

SeriP.5 f 1-'retcrrr!d Stock 30 

SetiCS G Preletted ~ock 61 

Se"c~ H P<arrrl'd Stoct. , 8 

Serll"!> I PrC'I.-rrC'd' Stock 10 

Sene~ J Pre/e<rr!d Stock u 
104&1\IWI!"'OUl.-~llOec~ !\ \9% lU 

t1. SHAIUHOLt)t:AS' fQUifY 

9wrrholdel\ oqully,' leme War""'' at [.)c(:cmbl'f 31. 1!196 

•nciUOed l!l & ot>olhon .. nare' ol cnnvertrble ptcferred )lOCk. 

!10 6 milton ~arc~ o1 LMCN -I/ CIA 'I!> Commflr' Sto<:k end 

SOl 4 nlllloo '>hate.. of common '<lOCk (nc« of <.r) n1lllron .,h.,.,ll, 

ol COIPmon Mock lf'llll!II~Ufyl At F ebrunry 28,1!1111. lh(:re _.e 

approalmetely 211,000 holders ol recOfd ol Time War nor 

common stock llv'l total dOt:$ not•nclude the IIIIIJC numbc' 

olln~~C'iolors wl>o nold ~UC"tl \I'I'IIC~ through blinks. broker~ 

(I( othl!f llduc '"' ~r. 
In Aptlllll\16, Tune We•nc•r ' 'lo Uoa•d of Otroctnt'>IIUihO<IIed 

a pr09f1m to •epurrh/1\r, lro•n 11m" 10 trme. up to I !lrl1olhon 

'>hare\ ol T lme Warocr comm(ln :>tod The common o,tock 

repurchaWMI Ufldr!t ttw- progtatn •!> c•pccted to be u-.cd to 

.. llti.Sfy h.t""e Sh.are 1'1\UIIIlCl'"> rellltrd 10 the C!J.CICI'o(' ol l!J.ISUn(jl 

cnlpiO~ !.tO(k oploOCI~ ACIUIII tl'purc;hil"l!\ tn qny pN•OCI will 

tx' .,ubjOct to market CondlhOII" A!., I O~enobor Jl. 19116. I nne 

WarOI'r had lltquo•MI app•n•ttlllltcty 11 4 nullron ~11are-. olll'> 

common stocl< 101 an A99'e<)IIC CO!>I of S456 moll1on Suc;h 

rcpurcha\e~ were pulltrpaly tu~d with boHnw•nQ., ~lor 

tt.o Stock OptiOfl P•ottlld\ Cr.,(lltlenllty !N04t~ 11 

Ourtng 11196 and 1119!'1, lrmo Wernl!l i~!lued nppioXmllh·ly 

l!l 6 mllbl 'rll•ll~!l of cmv!ftitlll! prr:fcur:d \tock 1n connccuon 

~h the ITOC Hu/To~tlba T••n~cuon and 11!1 ecquo\>Uon, 

ol KBLC~. Summit lind C\11 Set torth below rs 1!1 \ummery 

r.>1 the ptrnctpaltcrnl-. al Ttme Wari"C' . .., out!>tandong ·~~~\ 

ol ptefOffod ~lOCk 

.. _., ,.,_ .. ..., 
(--SID<• 
.. ..-uiD" lflM.IIwe , ....... L•~on< 

c ...... ""'" "...,.. ...... I " -'-'9'" ~~-'PI""' ,.. ...... ) ..... o. • o. .. 

'2 9 11619~ 71f>/9!i 116J00 

r.8 1141\lli 114.001 1/4101 

tH 114/96 1/4100 114101 

119 91\J9~ 9/~199 91~/99 

l l -..'>JII~ 9/~100 111~/99 

14 6 101119~ 10121'.)9 10/1199 

118 ~1219~ ~17r•8 ~1?100 

1( 1 

., 



lhr rwmc: ~ tenn• o1 eKPI \eroe~ o1 ~Uble ptl'l..,red 

~tocllo-.~d on 1996 ~let!> (the Ser~ 0 Prel&~recl Scock. 

th(! SC"roe' l Prcf~red Sloe ... 1M S4!'4'1e5 r Pref~rr<J SIOCit. the 

s-~ G Preferred Stock. l~ SenK H Prolll'tt!CI Stock, the 

Seor•~ I Pr('le<rt!CI Stock and tiM s.tOH J Prele<re<J Stod .. lind 

collecto~ly. thl: ·converublc! Proffllred Stock ·)arc ~"•' 111 

n;ature. untr,., nth«-5e noted ~lo. EKPI !.hAre d C0t1~~ 

Prctcr<1!CI Stock I 11 ~ entJIJod to 11 loq'*IMIIOI\ prefcorMCr ol 

S 100 per Vlarc, 111•• .-dlat•ly c0-11* lntn '1 011'164 
11\elP\ ol T""'e W;arfter C~ ~tOCII 81 8 CM~"'>n pucl' nl 

U8 pe• Ula•r ~WICI 011 ., loQUod.IUOt> value). eu.pc that !.hilt('\ 

oltt>c Sc•ors H Preteuf><l Stock are gcnereMy not con'ft'fUblr 

unlol 'SeptCmQeor 2000, IJ) cnii\IC!. thr. l'l)ider \Mrt!Of(IIIU te<:t'o~C 

for • lour Y"'" ~IIICIIrnm tho• c:lato nl•~~" (or 1 hvtl yc•• 
peton<.l "'''" ro•pcK.ttn lftO !.Of If' 'I r lind !>.w- J Prlllmrf>(l O.,toc Ill 

Ml •n~•ual '""'ldend per \hair l'qu.l to I~ grr~ttr.r ol ll 7!> 111111 

an amouiV •quat to !he ~\ peod on tht T-War.­

conomon !>Cod. ftO which eacPI ,_ ... lftllly ~ cor1ve<ted and 

1111 to IN: eate,. that.,., ol we PI stwn ol ptefet"red •tack rem,.., 

ouutantlo'l9 at tht tlnd o1 0. ~IOd 111 which the rmnt-• 

I l 1!> per ~t...,re.,.,.....,., ts to be ~od. tht holdc" thl'rean ... will 

,~,.•~c d"ndend5 equM 1.0 IN: d•vodend5 ~ Ot> 'nares d T rrne 
w,nr-, common "ock mull'91M!d by the number ol Sl\ele~ onto 

wtltch ll'lco< !111ft ., ol ptiii'C!ftecl UOCII .,_ COI"'.-1Ible enCl 

l•lucr.JM 101 thl s-- H Prflleorecl Stock whiCh f\ ..,... .. , 

no111ntll~ co ¥Me. flf'trlles the! I'IOICMI thefeol to voce .,.1'1 

chc comm(.otl IUK:IIIIoldef' Ot> 1111 "'-ltD'S on wNch tl>c• co,.omon 

•nockmldl!rs ere~ to voce. and eech ~~Nttr o1 \uch 

(()OY('rutlle Ptefotreo Slock 1s cnlllled ~ two v01u on 

1ny MIC h matter 

hrww: Will net Ni\ Ullt rllgftl co ••ch•OQ• n-cn -~ d 

Coo"':ftlt* Prf'leneid Slocll 101 r- Watrl('l ConmMIII ~lfo< k •• 

!he ,t;alii(J ~ pr w:e II MJ ._ Ot> or el\4!'4' U. '"'P« U¥r 

each•• CSMe The Set- J Prrfr<•r<J Slock o\ urhiii'II,IC·lDir by 

l.he hQtde< ~ llhC!< Ole' IIVCI ,eM frNft ''"OAt,. of '''UI>nt'l" 

atMJ by fome werner ., ... tht '""""year at trv 'lo!rttf"O cr.lfhll'r \tnn 

ptoce pill~ i1 OOCI!Ilftg ptP"- 1t1 yoa•., four olnd ,.,.. .Wld no 

pt'Cmoum thl>reel\4!'4' In ldd~C/0~1. lNtW WarllCf lltl'l> the •ognt to 

re~m "*'"teres nl COt>wMIDN> Prtoill!frl!d Swelt wo-k'" 
'"~\.lor call> II tl'le llq~IIOI'I .. .,. p1u5 Krrui!G dlvi(JO",.,, 

at any lime oo or..,_... Oe ,.,pectrve rec»mpcron dett> 

In Jll'e 1996. T- W•not r•rl'langftd aA f)t.OI'tendor~ 

~.,_ ol "• Sen." 8 pt.._red IIOCk hevlftC} en -w'~"tr 

ilquoa.tllllt' walue ol Ml m6oft for 8PQ(O••metoly 1 1 noolloorn 

•• 

P~~~~~ tQ lona11 Werftlllll' 'tw••hn""" ·~ht' pl1111 n 
amo,ndocs. IIKh ~Ill ol l•mr Warnnr cotnmnn \locll hi\ 

It' l'l)d 10 II onr "9ft~. wttiCh b6<;~fl'\ ecHrtWibMtlft Cer1IIWI 

eii~U. lnwolwPOjlhl: KQu!Uonl\ ol IS% OllftOf• ofthe lhen 

0\Jitt.andtnQ common "oc" d Tome Wetnor Mefuly. CJtl&l.ltd 

bas-s uporo tPie ocewrt!t>Ce ol ~"oat~ event, eecfl "9h" .,.,lie~ 
ou hOidoo to purc~1.r for StSOtN: ec~ eq.nelotll ol 

conuiiOft to~ock ol Tune Wer~Wr or oncertiWI cvc~m\tenrtn. d 

1~ KquNOI' worrll• I....C't 11'1 much In connec.hon With the plan. 

1 mtii!Ort .,..,,.., ol prcol•:•<td \!nell *Ore •t'~ The rrgnl\ 

•·•PI'• on J anuer y10 1004 
AI O«~ml'x'r Jl. 19% ,....,. W ltftf'f llad re~weclllpptOII· 

mlllel)' 0100 moii!O'l .. ,...,.., ol c(JI?Imnn ~toe II 101 the convtfr,IOn 

doC\ Con-'"*! P·~erred Stod l~fJ COUPOfl con"e"llblr 

,.... .. ,.., ltld ott- <otwltrtlblfo \4'C ,,..14.,., .,.., lhl IN> ltllllrt\11 rrl 

out'llandlnQ opunn\ to purl Nlv ,h.-r• \ d • nmrrwlln \IOC k 

11 SJOCII O"fiON "UUIIS 

Tome w.,,.,., he\ vertoon \lOCk nptoon pl.t~ ..-ldel ,.._, ,,.... 

Wa!roer rn•y 9'81M OfM..,..,. to pUtchaW! Tome Werrwor comn.or> 

\lOCk to emp&o,-1. ol r_. Wl">e!' enCl TWl S·ucn oplK>O~ 

he'lll been vrantod 10 ....payee' d Tome w .. ner •nd TWl at 0< 

on eaceu ol. ••• ,._.,_. .,....,. at t.hot! date ol gran. Ac;co•cJonv4)'. 

"" -ccordence Wllfl APB n M'CI <el•tl'd tntl!fptM.Mton\, no 
LortlpenM!Iorl CO't PillS~ tKOQOIICid for Ill ltOCk Op(IDn 

planl G.foerel~. lhO opliOn\ l)r(' Olftf' CIOIC I!IRblft 0- II lhriMI· 

year wtttoiiiWjj J)e'od and eapttr ten ye.,s fr0101 the dale of grant 

H.O COf'IP8"Ylton cot~ lor T- Wet nor \ \lock opuon '*"" 
Deef'l e~eeermtne<~ oeYd 011 trv '•" .,_ .. ,,.. v•,. dllltH ,, 

el -•·d' dutii'IQ letS end 1i11~ unOP< !hoW plats C011\IWOIIC 

-hlfW' lltl!lhnd ~<>IIOtth ~~ f AC,K <;talrfllt'nt Nn 1.?3 

· AlCOW\t1f191or ~lock H•Md Con•P"n\allon· n A!o tn·J. Trme 

Wilt roe<" net~\ and,.. 1.0~\ ~- Cflf'UIIM ~llllfl! WQUid have 

twonn rnctl'awd to Inn prn lorma amo..ont\ ondiC II I'd bo.oow 

...,, l,_.., u.r ..... )t 

.... ~ •• .:..,.,...,.,.... ~\1 "" '"' Not lou 

Ai I apcw11'd 1 11911 111661 ---Prolotrna '11161 S/1111 

Not 1.0~' PC'f r om'"'Oft ""''" 
A!torepnn . 1(1 04] 1o C S7J 

PI o lOt"'- ,11 TQ 
'' 601 = 



r AS 12l ~ applicable ewy 10 woe. II opt lot-. gr a111fld ~\G. 

quent to Oecrn~bef ll. 1 Ot4 AccOfdlngly. III'Ce Time w-·~ 

compcmsatiOf'l UJJI!"W n'IOCI.I1ed .. , IUCh granc" ~ 

gcnc!faly be tKC19"'led- alhtDC!·J881 ""'"19 ~ood. lhe 

... .., empact o1 appl~ r As 12 l on pro loo- net incom«l ,., nQ( 

tepr._,.M.,I! ollhe palllft.., ""P8Ct on pro lomta I'1DIIr>CU11H' 111 

lutute ye•"· wncn the pro forme C!frect ~ tlf' ful!1 rrUoctl'd 

Ttoe laot value ol eer n otJIIOI' gtanl ~ eioum.lrd 011 t~ datr 

o1 9'•"' us.ng the Black Sc~s Clptl(lrt prte•"9 II>O<k'l -ctt t~ 
lollowo"9 -'9~fld avt'f~ anumptiOI'" u~d lOt g•am\ 111 

1gg6 an<! ttl!> re~wely dovldenO ,~ o1 1% "'~" 

penod!> e•pr.ctN! wo~Mjoty ol 21 I'll. and 22l'il.. """ "''" 
wtt<'tUI ratl'!. ol 6 1"- encs 7 1'11i. ancs l'lpeCIJKIII"'"" o1 !I yc·v•' 

"'belCh Pt'fiOd\ The ...q.eoa...,aQr. ,.., veiUe 01 an opcitln 
Cjltlf14ed OU'I<Ig lhl' Jl!l' WI\ I' 1 !i!i (S6 81. net ol t.ue-;1 lind 

,1111~ '" 0~ nel ol ~ .... ,,. ... ,. ... , endocl (,oc:Of'l'bo< )1. 

1 gg6 and 1 t9~ '' ~t!WIIJ rr.e .....,_eel • ..., ~ ... ,...c,\1' 
pnc" and fAir vM~ ol an opiiOI'IgtllllieCI ~"'9 the year M 

P'IC~\ l'•c•C'do"9 the -kec p11C.t' o1 Uor "'ociP. nu lht' dill<' nl 

gra"tl•e S!>2 88 ana Sl 17(U 2.l. nne ol taaft\l tl'~poottovc.oiJ 

A 'loumnu" y r)# lloc.tl ~ ec-uvlly ..., .. plaM 
,, ., foAow\ 

,...,..,.,~ 

"'~-.. 
~ 

Ba..,nce et Ja~ 1 , .... . 71~!14 

Gl .... nd 1011 

hercu.-d 11 16,?j 

c~et~..'<~ IUl) 

&lence •• OeocrrllDC!" J1 '"" 11111 

Gt..,.coo !>OW. 

fU'I'CI~ ll 11 ~, 

...... ollnd ll61J 

tsalonccal Dr<:!'~ )1 1119~ II 619 

G•01t110d & 4b0 

[U'frtVO ll6861 

A\t,umad ., c CI<Vtr<:I>On...,.,. 

1toe res T•enY<tiOf'l 1) 11) 

C."''ICCIIec:J (lltll 

Balftncc ot QrccnC)er l 1 11196 ., 167 

a--ll IN- .... 1"' 
E•eoc,.... ., . ., .241 

A"ll<~ In! fUI-.re ~~ I Oll 1814 

__,...., .. _ ... 
l .. ~,... ..c. 
'J004 

)7 ·~ 
71 S!l 

H14 

l JO I) 

' liOO 
11 I 1i 

HIO 

)1 l6 

' UlO 

16 i1 

16 40 

4011) 

' ]1111 

1 .... 

1,)101 

111411 
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Ttoe follOwing t11ble _.,.,u tl'1fonn_.oon llbout >otoclo. 

opetnn\ o..ll\t•ndlt>g al Doc~ ) 1. llKI6: 

•'l!Jo-.0..0~ na.-·---~ ..... 
·~;tllt»t ... _...,. _,...., ,_.,. 

~ .. ... ....,. ... ~ .......... ~ -· • ••<.,..,.. _..,. ... ,,.. .. 1/l)ll!lfo c_,.,.... ··~-v •• 11'1)1 ... ·~-..... _.. l•• ..... ............. ....... 
UnGar SU lUI lrr.,.. Sl111~ 1.11811 "l6~ 
S I I 00 tn S.?'.CXl 10 ]1) 4 '1"' .. ~ S11 16 Xll!l '1' 16 
'<'!. 011<> U!> 00 l!> 811 ~ ,.. .... \19 ~· }!> !>611 U9 51 

U~ OltoUOOO l~ l!MI ~ rr•~ U619 19~4 Ufo S9 

s•rJ Olto U!l 00 1 I 41.? II yean \4.' 08 4 824 , ... 0~ 

$45 01 10 U.l Q'o l '11'> ~~,.. ..... Ull6 1!o0 i4819 

Tout 911161 ~ rr•' Sll 91 81691 SlO ,} 

fnr npCIOI'I\ f'll'f(IW'<J hy~*'J"C' <'I lW(. fornc: Wllfllf'f 

I\ tl'tmbut'\Cd fCII lhfo IIYIOUI"I by .nc:h the marioet Yll~ ot 

Tom" W11•rv< rt>nu'Klll ~o~cock on uw en•c- d•t.r e•c~\ the 

l'IN<.I..e ptot•, Ollh.r ~·- nl1he ·-[ .... JI'ICI! 01 111 H lOt 

opiiOtl\ 9fenteel ptmllfiiiW IWl CIIP<'IIi41MIOII on June )0, le\1/ 

I hale w•e JO l lftlloM opbM\ llf'll1 t.y .....,roY"& ol TWI II 

OI!<:P'"bet l1. 11MH>. 12 t motonn ot..n.ch ••• ••~·c-ble 

U , &UiffiT PLiiiiiS 

T '""' war,. and u .. ut~~ ..... , ,...,. C~tllni!CI befll'fit JN!"'IOI'I 

plat•\ c:o.to<~ng wt>Uanu.lly ell do..,.'"' ~;p4nyoe' Peft\1011 

bPnf'fll~ ., .. Dll~"" ''"'"Ill"~ thai ••n.t• !he employue,· ,..,, 
Ql '\.C'fYKI' 110<1 (Qfl'l.--101'1 le110t\ dlltng"""" employ~! 

purood Qui'' t1onq plen\ .,. funded 111 .CCCifGef1CO VfWih 

9'"'~'"""'1'1 p<•n,ocu-, and ncome ta• •~lllnfl\ Pl!'ln 11\\f!C\ 

afl ••vc-\le(l '" aqutl y ancs f1aed ncom~ \C'C u111 If'\ r ~n:~.· 
Wll'ntN \ cnmmon \lOCk ••P'•-~ lflptn•un.ll4!1y ~'I(..,.,'"­

ol p111n 41\W"'\ ec 1)(-crml»• l1 1996 an<J )Cj!f!> tf'"'pootltW'I!'Ir 

Pr.n"'"" r.•prnw> onr,lutlrd th<' loiiOwonq 

-··-'*--" ""- ·- "" .... 
~•coM $ •• I lt s l~ 

trllo<r'lot co~ l)l ~) ~0 

Ac!Wd ~n 011 plan 11\\.4!1\ (9lll 11111 m 
.,.,.. lltn(lfllletoon 1111(1 d"'"" ,.c u " 1451 

TtAAI uo • l4 s )7 



Olc-3• . ...-.. ·- .. , 
~odbMef• 
obi~Q•IOfl 19~ Vftl!lld) '!I~ '~·· Effect ol ,....,. U1Wy oncte.V 210 111 

PI~ICd ~~~ ot~~tgaiOfl J60 J)r; 
Pl.n aloMl!l • ,.., .. ~ 104 C.4l 
Prqec~ brncflt oOWjMoOn 

1ft C!llC~\ ol plwii~W't'\ l!>l.l t~ll 

!JIWitTIOftjncl XI .... .oll lo\~ l \14 

UnllmOI\J lrd p6ltl c~ l l 
Othef 111 (101 

Acc:rurG P"'""" upeiiSof S ISll 
= = 

The! ,.,_.,ng a'\\Ympl~e~M _,C! UHd '" accountono 

lor P'!ll!loOn plan' 

'fRigNed ·-·!Mallft , .. 
Aeturn !In .-.n Us.M~ 
Aate olorw::tM.ot on C~IQfl 

I (7) 

lmp6o)'e" ol l-W81net'\ apetMIOM 1ft foreovn Counttll<'~ 

p.f1oC.pMe 10 VII)'V'g ~In lOcal~~ .t\Kh on 

uw 19~ .,. ,_ llgllft:• 

T-*•- -.o hH c~ defiNod cCWirbaoon pWK 

oncluc:long .. "'"9~ 8f'ld ptal'• t.hltong pi•~ n to wt>och thll 

e&Pf>nw lllnOUnteodlo M7 m-.on •• 1996_ U1lftllllorl'" \119~ 

and S~ 1 melloon'" IM• Contnbuhon .. to the w .. 1f19 .. piAn' 

arl!! ba~d upon a percen~.t9C! ol ttor ett~JIAo)'ee\ atoclecl co,..., 

builD"' Cafti~!IIO u. ptolll ""-''"'i ~ ... II'._ ... ~ 

dctellfttned by ~IN!flt and appro~d Dy IN! ooara ol 

IJ~rectll'\ ol ti'WI ptnoC.,-""Q C()ft'lt.Minlf!\ 

14 fiNA.CJAi. *SfRUMEIIIJS 

lhl! catryong vllur d T~me w.,,..., rwwncoel ~tumC'nt~ 
apptox~mates.fa• .. a~ue e•cept lot <Jflfc<enc" wah rc~t 

10 io~J9·t.,,,._ fb!'d tile <leU lhCI tf'llttl'IJ ....... ~ , •• ~-.., 

contracts eno C<!<'taon CIOII'.,.ncn reto11100 to COI4 -"'d ll'l~st 

menti and ocr.et fon~ne .. ton!•rumenu. wtwh ate not "'9nlf1Cinl 

Tl'le !111 YBiua ol (!ftene,.llnstrllmen". ~,.,a\ lon(lt~m deb« 

and .,-,.,ostmonu. ,. IJ'I"''f*'Y diiU!trnonod Dy tefo1'8r.:o to,..."'" 

va.._s r•'""'"V from"~ on a,.., .. ,,.., sec"'""'' NC'har>gn 

.. 

01111 on ovet thft {IJUrll., <na•lltoe In cawt'!. ~re q..-olrd 

m.ttrkl!t poiCe\ wo flOC avatlaOk> 'W.ICh as !01 dc'11vat"''' fonaroctal 

.,.. umetll\ !att 11Aiur ·~ lll\l'd on •~twnate'lo U'>IIHil P'~'cnt 

volue 01 oth(or veluaiiO't tee l'lntq1M1~ 

In'*'••• •••• •1•11. Manae•-• lnll'lf'"l race ~wap ConiiM:h 

Ne""'"' 10 ect,u\1 11'11!! poopo,.on o4 total debt U•ftt t\ '~>uCfKI 

In w61•a!lle and turo tnlt'ff''>( rat~-. Uno~ tl1tCfC\t ratr \wap 

contract\ thol Cnmpao., NI'W'• arjiN>\ 10 ~, 1n arnoum rt,~uo\1 

In I ~ll'lf'd fiOAIIn<J rat• of Wtlt•rro;t lllnf'-. I nn1101111 j)llll( 1p•1 

amnur'll 8f'G to lf'(<'l\111! 11'1 ret"n an lit ''UI'I f''l'JIIIIO I \PC!Coll(t(f 

lo•rd IAIO Ill tftW!I<'\1 UII'IC.'\ W ,_ natiOIWII punctJlal arnount 

Of YICf lfr.l~. to It'(:.,., ... noaung ·~·,. ·-.unl and tn P"J ol 

lueoct rate amoll>l Tno no110na1 Dmfll.lnl" olttt. concrac.l\ art: 

noc e•chln9«JCC No 011'- Ca'l.h paynMint<~o ar11 ..,.ae "'"H tne 

COIICIICt .. te<"lftiNtlfoCI IJ'IOI tG "'al"tiJ 11'1 wtltCh ca .... ll'le 

amo~ peed or r~erved on 'WII'-m"" " t• •t 'bltVtt'd lly ec}'H 

mefll at Uw ,_ rll t.,mU\Itroo ••td uto .... y roptesC!nl\ ti'WI net 

ptewnl 1111ut!. a1 cutr.,.. rata\ ollriiNe\1 or the remalllol"'j o«11o9 
'"""''to e•ch•"911 ~.,-, undrr lhr trrnl'\ ol ll!t! <n,.rtn 

INIWO'Iot , ... \WfiP clllltrrK.t'lo are arllrueo Into wtlt> 1 numbe-r col 

IIWijOI f--.tolll ifl~lotuuor., 1n no<IH tn mtmmltr < r~t ~~~ 

Jno,.. MIOUII(s petd or p.tyablr. 01 'fl:t"tved 011 rec~-.. 

UwougfiUW end olthe KCOUI"liNjl ""''tOd .,,. mcludo4 111 tnle<e\ol 

e•s:-nw~ l«auM .,..,, .. tMe ~•ap C:Oftii.CI'!. ... Utee!IO 

---'Jiht W•nt ChltiCI_,I.UCS ol ,_ 'tfl/arnof'!. OYI!o~ 

Oebllrom a fl•eclto a lloalrnq ,.,,..La\'' 01 wr( <- ,.,,,. 

.-wco•UM 91'"' 01 IO!ow" on.,,,..,."' tale \wap co•.,uac.n llttt 
~ 1IIC09ft'led on me-"'*'"' II'W' <on4f..._l~ are II!I'I'IINIIed 

P'., tot"-"""'"'"'.~\ 01/IO'I.M'I. on any (.OIIliKI!. 

'"'''"'*'"' r "r Mr ~er•eoct loiiQ amCJtllli'O to oncOII"II' ove< 

tl'le ·~~ """'• Wr ol tnr '~""'""'"" ronlract., 't ~ .. - ll. llllrtt. ,.,,_we~_. ha<J .ntvre\1 rece ,_p 
Cfti'IUIICU to prey no.c_.,. •ICe" ol onter~'>t (lvf"r~tgr ow• mclfllh 

liBO~ •ale 01 ~ ,,.,, 8f'ld roc .... e lued 'lilt'S ol tf'le<"etol(l¥eJA9<' 

rate ol ~ ~'lllol on S1 l boihofllloC'IIIO't•t •mount <olon«bltrdneH 

wtlteh fl!\ulled llllpptO•""MI"If C1'll. Cll Ttmr 'IIIli II~\ undrr 

lyong orct 1nd Cl,., ol tN dodJI of ,_ """"Ill' and tl'le 

(N.c-<lalnntetll Goto..tp Cort'CIIf>oed W1ft9 \..tlpt' "I I•• W8111DICI 

ol\l('lll'\1 •atn Tno ,_.,.. -r:-- ol 0111'\l-·~ Cor&riiCI!. 

t.)' Jf'8f Dl mall611)' at Oec:ontbrt ) I 19%" n lrrlk ..... 

1111111 S 100 ,,..,., I~~~~~ S 1 1 llfll..,., and 1000 UOO ,,...,...,., 

AI O"'romtwof ) 1 llito_. '""" W•r,..·• ~ '"'"'''"! '""' '\Wap 

Conllltfl& !WI 12 I~ NJIIQr"'l 'I•IM>Ufll hi tnt.I.,IHr!1nOU 



lle~ on thr level ollnlerHI retes prevailing 11 Occeml)(!f 

31, 11196. !he I nor 116IUII ol Time Werner's fla.cl·rll8 dobt 

eaceedcd II'> .:arrymg valu! by Ull million eod II would havr­

cosl S43 mllbon 10 teriTWW!te the related •rtorest rate \Wip 

contract!>. whoch combltiOd ''the equ-.alont olin unrtMIIZNI 

Ia!>'!. ol 121• molloon Basecl on the ~1:'1 olofll.l!i"l'SI rat!!'> 

prc-.a1ior>g at Dcc~mbc< ll. IW~. the la11 ~ral~ ol To~ Warner!. 

f••ed·rate ~bl oacee<le<J llscarryong .-.luo D)' l401 moiMon eoo 

11 WOU6d heve co\1 Si 111lllon 1.0 ternurM~e 11 1111.nreu rate \"'IP 

contrects. whoch conblned wn thl'l oqulw•lllfll olan UtWc•liled 

lm.s or U 1 6 million UrvMIUeclg...., or 10•~ on dobl: or 

tnLernt rete swap cOIIUects •• noc rocoqf'IIZed lor FiNincoal 

fllpO'~ P'-'po!U!S uoleU the debe l!o <OI.Ifod or the COfliiDCI~ 

era te""•NIItd priOI' to lllelf metloii'IIY 

Cha"9C's '"the OflfGIUlecl gMns or Iones on onutro•t rate 

sw~Jp cootrecn and dobl: dG noc rewll In lhll 1111luat10n or 

e•tXHldtlurC! or c•V. unleu Ule co,.,ecll••eterm•natod or !he 

df!tiC IS <etl'fld ll~ef. beNld 00 llm8 W8trwr'l Wll .. ble IIIUI 

Cletlt and •tiiKIKIIfllere!ol rile swap CafVKti OUIItandnQ at 
Oecamt.' 31. liN. eech 25 bMil po!nl.lnC<eiWI 01 oecrcu.e 

on the ~r-..e~ or •te<Hl r111n would. 'lnPlC" .. 'Y· oncr.,..Wt o• 

decreeo;,e T1mc War,_·, .,......lflll!fetl eapenw lnd riiiMIKI 

cash p.ty~s by ~....-..ely 1111 mllloft. including S6 

rTIIIMon rllletec:Jto rnteret.1 rile 5wap conuecu.. Such poiC!nUel 

•ncrea:w~s at Cleaenes are t.sed on cetUin ~rolmpllfylr'9 
a~sumpuon~. lf'K.Iuding 1 conwnt lovvl ul ver111Diu. ,_.a oobl: 

eoo relate<:! ontO<e!l.t rale sw~ cOfllraClS durong the per lOCI and 

lor 81 miiiUIIIII:~~- en ..,lftl'diMe, acrMS·the·boord n:<C!IISI:' Of 

I:M'Creay 1n ttM! lie-lei ol -~ , at!!'> With no Oll'lef ~b'>o:QL>Cill 

CNtnqe'> lor Lhl! rema~ ol the pt'!fiOO 

f•• ... [ac...,.._ ••~ ~~~-••-t F O<C"ICjfl ou:hongr 

contt .. cl~ a<e useG ptunat .. ;t'>Y T1111(' Warnor to llo<J90 the"'" 
1 'lat urv e ~n~tted or ft.IU6e roy Milts ancJ roe 110!1C r~s OoiH!d to T •mr 

Werner at TWE oomnuc r::ompen~n for the wiO or encoeipatod 

!>3le ol U S copyr~qt>tea products Dbrood may oo ar:hr~~y 

allcctec:l by croanges '" fatetgn currency eachen9e rate!. As p.ar1 

ol liS o\lo<Oil streiDfjly to~ the kwlll ol IIJpo&ura t.o tiM! "'k 

ollmeiCJn cuHcnc)' c•c~e r.tte louctuMIOns, T•m~:~ W11rnc< 

tM!dgcs a pol"bOn otu and TWE 's combtnod for~n currency 

exposures .an&leipetod oooer the li!fl"-UU"9 t-hm montn fX"'•OCJ 
At Decem~ Jt. lit6. r...,., w.,,_ hes flffecuwty hl!dgacl 

11pproaonuwe1y nell ol the cQIIDneod f!''loUrnatod IOI"~n curri!OCy 

expos.&~1110 V,.t prlnC~ ,.._to .,..&IC•pMed cuh llo*llto b1 

remlltec:l to ttM! US Ower the ,.....,,..og 1~ mancro pe<IOd LJW19 

N 

10'1!19" uctwv tontr.oct., th.ll J«>CrRIIJ hi!~ rneturlt.e'!. ol 

thlee m<Nilh" 01 leu •tw.n a•t 9",_•11y rollftd o..O< to ~•nvodft 

cunw •ng C~ltf,IC" throuqroou« the! ,-,ar J •me Wemor ol'l•·n 

clo.,e!lo l~>~eoqn exchan~Je conltact .. ;.,y purchl!~ng en oll'>elttnq 

pu<cheWI conu.-ct AJ. Orcrm~ ll. 111!)6. TWIMI WarM>.• had 

cont·an\ lc. the!....,,.. ol SH 1 moiiiOflantlltM! purcna'>" ol 

S 104 miiMon ol lorrtqn cur•c-nc~<"., lltlt•f'd U'lll:' ... p•omanly 

£ nghVI poul'd\ 121 'II. ol rli:K co,., Ill. t "llo<!l. Gm man mall•\ 

(1 i%1. Clnedliln dol._r~ 118%). I tetlC 11 har.c\ (l !111.1 1,!•1 

Jap.tnu!Yt )'ll111HI11.1. cnmpe•<'<llo ront•an' 100' :~'!.air ol 

S!oO• mlllon antlli'IO pli'Ch.I'W! ol SUO m1lhon ol l01e1yn 

CUHI!OCieS II OKC!mOOr )1. 199~ 

Unroalllod ;eons 01 lnuo• rftlllcd In fnrm~n rurh11n11o 

r rlflllaCI\ aut rDrOO'rlntiln II!HMl'll •' thfl mn•k,IYnlu" ul Mil h 

I ltnfrllfl~ chei>QI! I!I({.OI'dlnfjf)', lhr 1"111)'1"9 VIIIUII fll /nrf'lljll 

I'XCMOQO <:ontriM"l\ apprOJiml!lil~ mA<ko~ 11nluc The> 1"11/l'fiii<J 

"eh» olrorvoqn erchengl! cuntrat.t~ ••• "'' m11lllllal at 

Dt!-ccmber ll. 1186 end lltll!> and" •ncludcd m Olh~>l currr.nt 

llabol•le' No cev. '" r~ec:Jio Da recel'led or p.tld With ti:!~I)C'tl 

to r.uc:h g•.,. and lot..., untf the r~:~ .. IDCI loreogn o•chenv­

conuer 1\ Ill!' o.enleod. g-rlolly Mll>e~r ro~IJ\IG metuuty 

dill!!\ F01 the )'fla" Mded Occemtlef 31. 1i9fi. lltll!:. and 

lltll4, TUM Wetrw:tf fiKIM,jr.tlec:l S1'i m"hor>1n 98.,!1.. S20 rttol6on 

1n IOn.n and SH mllloon ltiiO .. !o.C5. re•pech .. vly. and TWE 

fl!COQfiiiOd 16 million In gatn!l.. S 11 mliiiOfl In IO'I.W'' lln<l J20 

n11ll10111n IOUII\ tll\pC!rlNC!Iy. on fc)lll!lgn o.chllnqo contuKI\, 

whiCh_.. or ••• e•pccted to~ orr~ by corm!>po< •>C"Iu•9 

deGree!W!!. end lflCIU:Ioe\. re.,pcclrvl'ly. rn t~ dollar vlllue ol 

lorotr;~n CUI'tc.>ncy roy•loe!l. end loCCm.f! fl.'t! fl• jtnOnl !1. I hal have 

tl('1'n or 11re 11ntoc iplll!'<l 1o 00 •r.< Ptve<l '" c ,.,h /rom tht- '·"""' ol 

U '> r npyuq <<l'<l p<odu.-t' at><oad I'"'" W111 •••r '"' ombu• •r' "' 
1!1. rftUnhur~d by TWI IDr COO]lferl 9"'"' an.:llo-..,u, rt!llllnd tn 

TWl ·s loreoqn currl!'flC y ~·po•um f ore•gn cunl:'ncy ( 0111 r a<: 1\ 

11~ pl11cfld woth a ,_,mDtlf ol m11p l•nar.c~~tl •n~l•lu!IOtl' tn 

01"0o' to <nlfWTIIlll crodll m.k 

B11sea on thr loretgn r.rnutng<' (OOIIIICI\ DUt-.llltldlfll:l at 

Ot!-c<Jml)(!t' l1 llllllr>. oKh :,'II. a;r.aluatoon ollhl' U S. d()jlar u 

C OftlpDIOd to the le\lftt ollotO<Iijn "JChango t atos lm ClJirenctos 

unor.r ccntrectal Oor!c!!mi)Gr )1 I 996 would re.,ult '" 11ppro•• 

mal~)' S22 mllbnn ol I,HVC!IIhled lonr.s Ill<: s~ '>1111011 ,,, 

urwee~1.c19a"'s on l01c~n uchangc contrect• ''""'oi"'"Q IOO"etgn 

UJI'ti!OCy ~ll:!'l and pu<Ch.IW>~. •e~cllvel)' Con.-.,r'!>.,ly a ~'II. 

lppteoatiOI'I olthl! 5 cJojlar woukl re'!.u• '" sn m•llfln ol 

UtWoeUIId ;.t1n1 end S !f. "'~1011 ol urveelluo<llor.~oer.. •o~pec 

Uvr.ly AI Oecemtlct" l 1 11t116 llOOI! ol Trme Warnc,r·~ ln•eo<;n 



r cc:llange purc:.NI~ conl.l.-c:ts lf"l .. er. to TWE ·,. fore-go CIJI'rcncy 

N po\ol• •l~ • ..Ch r~.,_, to tiM! 112 rt.-on ol urwrahtMl 

to"'•!!\ ,,, 'llltn\ 011 l~etgn .. r ~ ,,.. controiCt\ I""" 

WarOI!t' would be r~mb"W!<I by TWE. or would rrllll()uf\~ lWl, 

•npecttveey lor ~o..,net.C!fy S!l. tno1101 relau~d to TW£ ., 

loretgn conf'nCy e•po""e c~"- .,.. lhc' ftll\11~ ~ lhe 

CM:ononuc hiiOge ptOVIOec:l by such foreigll nac:t1•ng• cotlrlf.l\. 

,ucn urwrellzed ga!"S ~ lolt!M!S would be oll!'.l!t by coo:re. 

'pond•ng e~«ree~ or ll"ff:ree~. respecttvely. '" !he do .. , 

val~ d future lc. etgn curtencr ror .. Y .-nd loc.en;;a fee pe~§. 

thatwoula be! recefte<l in cash """""'the ~utng 1-lllc month 

~oOd l•om the sale 01 U S copyw-9MIICS prOGUC" lbtoed 

11 . . UGI!Il'WJ INf'QttMAfiOIII 

T..- v.,.!,_., class#ler. ., ~nc,. .. o, 11110 ro .• lurldamor11111 

•••n ( r•~ttlalllfftent. C~IIOCjl prtne~p~IJ d ... ,.. ... ,.IC'I 
recordr<l " ' \ie eno mutoe publl'hl"'iJ. fMtllecl enteftllnment 
t~san<• p<C)(JuCtiOn. leleviM)n ·btoadciitinQ 41nd theme park\, 

Callie N~WOtk\. con .. •t'"9 ptonc.,.t~y d ftC!t~s on cable 

t*,._ "'09'-lf'IJ ltiCI \P()'1\ lriii'ICIVYt Publ&hlng. 

COII"~lllg ptlll( ..,..., OllftU!fHIS It\ IIIIQillne putMt~. 

tiOC* ~\nlftg 4llld d~<ect morkettng ~ and Clbte. c~\1"'101 

pnncoptly d trlteffllS Ill Cable lf'IPVI~ S~U~m~ A ..... ~~., 

o1 lome w.,,_., onc,...o\1~'" hltne-0 cntertalf1R\etll •~'""" 

ptoduciiO'i. I..,_ bt0tdcl'>l"'9 •nO lhe~W~ parks. • porCJOo 

ollls rnte<c'lil\., cable W!IO..,....ao ptngtemm"'9 and • "'lfiii'"Y 

olru cabW 1~ •J"eml arC! I>M! by tnl! £ ntll!tUm­

Group lne Ent~ Group·~ 1101 conVlltd,.tco lor 

l,..nc-r411 repootong put~'li. 

We~tmatiOr\ a1 U1 thll! opefiiiOni ol ~- W~tn.•• and the 

lntll!ft.&ltYnf:l'll Group .. ~81'ent bu-ll WligiM'ftt~ IS~~ 

lnrtfl l:lcloW. The opero ong t.WCI d Time War nor rl!flect ttl~! 

IICQUIW.IOflS ol ~- etfKll"'c as ol May 2. 199~. KBlCOM 

afi'KIIve n ol Jul)' 6. 1M~. Clll olloct11•e at. ol Jenuary •. 1V96 

11010 fBS l'lff'CIIvt' •~ of October 10. 1996 ThR operalllVJ •o~lts 

o1 tlw f. tllll!rta•rwnent Gtou,) retlecl tl'l(l lor"'1111011 o/11'10 TWE 

Addnce/NNttlouse P811....-t.hlp 1!4/ecuve u o1 Aptll 1. 11111~. 

Inc Oec:on.,ulodlltron of Sra f'-.gs efloc:UVt> n JY June 21. 1119~ 

and cont.olod•tron ol ParOQon ll!lfocuvo u ot July 6, 111!1!. 

The ope<.MIOCjl row.«• ol ~·• fteg1 p<IOI to June ll. 1119!1 ftrt 

·r-porte<J wparllefJ to lec:rllt.cr c~perablllcy 

., 

....... u .. 
~ ....... ._., 
~ 

"""'"' C "'* Nftwork '> fli \ 

f llml!d l tllccYUrnmt'flC IU !> 

Coble 

Inter~,. t-lllnot\11(.100 

Toe. I 

[ toterta --..c G ..... p ! 

F"olmed [tllenA~ . 

WI!IOI!t' Bto.s 
S.a f'191 lno- P., .. , 

8tntdcUII"9 

""' WB Nfot,_,, 
Cat1ln Nlllwork' H80 

Cablll 

ll'llerw.vme111 4"~mona&fll\ 

TfltM 

Ol"l.r.'ft•O ••COlli: 

r-w.m ... : 
~ 
JA.YC'-

CIDie Nct"""'lt\ 18<; 

F~mnd (flltwU~nt • I HC:. 

Cllblfo 

II'IIC!Iwgrnen! "*""'*IOfl 
Toc.l 

[,.,., .. .._ ... ~-

fiH!Wd r..-. .... rn .... tll 

Wl!ll'lff< &to .. 

~· Ftag1 The-rm f'altls 

Btoadce~o~~ng • 

Thr. WB NM""'llk 
Cmllt Noc..,orJr.s H80 

Cabll! 

Total 

..... 

' 4.111 ' ) ,111 J,43l 

l 949 • . 196 .1 'lfl6 

bl() 

·~~ 
909 111 

(41i1 llll (13) - - - ----- -
i 10.064 I 1.067 I Ull 

s !I 641 ' !I .OJI i 4 41 4 

221 S.!ll 

II J) 

116) '' IOl I Sll 

l ~~· ) 0114 1.142 

(4 .. (4101 1111~ 

'10 .. 1 I 'U111 ' ·~ --
, .. .... , ... 

--~-

' 411 s Jill ' l47 
161 121 )66 

Q9 

8 

1:) m 

• ---------s 1166 I 6tJ ' 113 
a: - . nn 

7!>4 ' 2!1l s ,118 

19 !>e 

t<llll (tf,j 

.1Z8 .14 1)1 

60to !t02 340 

' 1 OliO s 9e2 ' "2 --
IIJ o1tW ....... ,.,.,., ~..,.._., 01 Y$ ,, .. lift tllli({.JtWNIIol" liN-' ,_., .. 1 "' t _.l..., 
~lll't _., ,_,. .,......,-.,. ,.,._, llr IIW ~~ ~ ~_,. ... 

'"~.., 01 ~~ llllf •••w• ~ 1•~" ,....._, .... .-,,.~ Ww1.C 
t--~ . , . tJ/ar. C.:W~ I 1(!1,,.. MiPfl 11Wfl"""9 411!f'o(IJ, lt/J ... 

., .... ol of•' ,...,., .... ,.,., ••Nfll ''"-'. fi'W ....... ""'" ,...;o..r.aw 
·-· w ,,. (~· "'U'wt tlw~l 



,_,,_a._,_ )I - IWb 11101\ ,..,,.~ llllnullollkllll II' lllltw> .,owol\ ltllll t •JIIIAI IIIJJIH"IIIIIIII\ nl 

D[PR[CIATIOII Of PaOPEaf'l', ltrtoC" W~t~~ nod the f ntNtll.,tner·• Group 1., e~ loMo-

PlAIIT AWO (QUIPM[•T 
ua-·~~ ... 111M .... 

r .... w...-.. : 

~ s 11 ' ~9 ~ ~1 ASUU 

MuSoiC 111 9~ 86 Tiotw War.,.,: 

CaDle Network!.· TBS 20 Pt~ll!•t..-tQ $ 1 411 ' 2.17~ ' 2 ou 
ftlnwcl ( .. C!tt'Utlfltnenl TBS 2 MultiC. 7 418 7.8211 1.1111 

CaDle 123 21 c~ ltietwook!> . 'a:; 1860 
------ hft!Od (niMAonmc:nt • TBS ll31 101111 ' JOJ I ,., $ 1l3 

Cablr I 2!17 ua 
r.nt•tt•-"' o--.: ( nlrnnanmonl G•nuv'" \814 !1, 1)4 !I ]~() 
fo~tnMJ Entartaon~nt CetJ'<""atr"' 1 00~ B20 1,&81 

W111ne• Blo~ $ 161 s 113 s ~~ I (lUll s 3$0.4 H2.13&' '16.1\6 
S•• f. lhomc:' Perk\ 10 !)1 

Eltoedtawng 
,,._.,,.,._,.. Gt-11 

ThcWB~it; 
I ~f!ted [ nlertlllfllllCI!I 

Ceblo! Nt!«wath • HSO n 11 14 W•!ll:.'~ \ 8,11 ' 'ltlll ' I 18~ 

CaDle ,,, -46!1 )40 ~. f teqs Trw~ P~trk\ 814 

Total ' -' 616 ' .. , Broodta\ung 

Thi' Wfl Nc!1*01k 61 ~J 

Cllblr ,..,,. .. .,..~~;, ueo 9111 9l!l Ill\ 
,_,t_OK--Jt- 1991. 19n 1994 C.tlbtl! 10,201 9 842 1.301 

AMOaf!ZATIOW OJ CC.p<.ofetr'" 6!10 ,, 1.180 - - - -·-
t•r~•GI.l.l ASS£ T.S"' lOCM s 20.021 ' , l,'iMioO \ 18,9i2 

rnwwarnw: 

~ ' 46 s 36 l6 11/l r.-.t-1;,- nwo• •OJ•- 1----. .....,_., ... ~ ?li2 114 lb& l1fWI ....,.,_, ..... IIJ W1111J l1nm .fiW t ,..........,. (fir..., 

C!lblt> NC!II-n:~ · TBS H 
II} ("'""''!II IJII!ftt'.,.., nl t ~.,. c .,It._.......,_, .wJ ,_ ~V.._,t 

f Jlml!d [nlllnaWl~IW. TBS 2l 
Cable lll 61 ---
lOUI ' 

., s 311 s J04 

[fMeiUr.-ne Group: 

r•rnea £fll...,...,rnenl -
N111ner Bto~ s l2!) s 1H s ll!l 

So• F'-j)s Ttemr P.,ks ,, ll 

!koedciiSIJI"tjj • 

r""" we '*floorOr\ 

CaDle lli«WO<IL~ · HBO 6 

Cablr HI lOI lOi 
loYII s .,. i 444 ' 411 

ilf A~.uMIOI' ..... .,_,., - Mt'lllllll .. ., ,_...._..,-..., ' "' f,_ Kq.. .... .-'uJ nJ w_.,_ 
c .. ~.,... .~n~~ ., .. ,,. •. Jt,.#-, .. ~ffl t• ,,...-.. _ ... ~(,. , • .,,., 
.,. """-C..,. ............ .,., ("""""'--- .-4awn r, .. ,,~ •• ,., ,-,.,, _.Jilt .fl')l lfr 
_...,,.,.~ .i "tkrow .. -.............,. ,,.,, fi • .. ,..........,." (ti '"' .,., 
.evt fit ,_.,.,II',.., ...... ._ c~~ lli£rt716#w.cl w. t'r ,,.,. 
t;uCf\#1#-

•• 



.,..,l,__,0.:_11 ......a ·- 199~ 1'11!14 
~- - -----
C .. •IIAl (ltPl .. DITURIS 

T-Wa,...,.: 

Puhlt~ ' 76 ' 10 ' !10 

Mu\oiC 141 U1 l()fl 

Clll* NC!4work\ HtS 34 

F ~mrd £,..etU~onmc,.. T8S, 2 

C.lOie i'lS '>6 

C01pora1r 11 lit 6 -
ToiJII s 481 ' 2M ' 164 

-== 
[ .... ,ta.._... G.l'oup: 

folmrd(l'll~ · 

Warner 8toor. ' l40 ' 194 ' 19~ 

Su Flags Ttw!~t~r Pll'llor. 43 46 

&oadcawng 

Th(> W8 Network 1 

C.mie Nrtwor .. • HBO 29 10 14 

CIIDie'• 1 141 11il 718 

Caper !Me- } 

lot.tl ' Uli J uu s I 13!1 

~ ,, r ........ c.-.~ .......... ..,~......., #t ,.. ~,..,..,.. r...-.c..w"~~ ., "" us-rsr __ ,,,.._DI,, .. _,,_ ,t>DJ' 

-,. ''"-J114-.. •-- ll ,,. u $ wt sr-Mot' __ ,...~.....,,-

lnlounMIOfl ., toT- w .. ne< 't'lj)efAIIOn~ ,, dllll!<cnl 

CJCOOfAphoc al etea'!. ~ e$ laiiO•~ 

_,l_Uooc_J1 ......a , ... 
'"~ .... - ---- --- -------

U .V[IIUIS 

U,.cO SUites'" s 1,S61 ' !o 447 ' 4 i44 

(Lifope 1.494 1.$!11 1 H!o 

>"Kiftc R.n 691 1H 124 

ReSI ol Wotld 311 2113 183 
local s 10.«»4 s e.o•n ' UN 

o,.... ...... ~~tc_ 
ur>ccO !>UM~ ~ 131 4!11 ' 4!14 

(16~ 184 l!ol 1()8 

Pac1fic A.n 12 S1 14 

RI"!.C ol WOrld ,. 1!1 H 
lo!.ll ' 116 ' 691 I 71) 

',, ~~ ...... 1 ,.......,. ~,.. ~...-...,.., ,,......., ,. ,,..., t ,. •• ...,........, 
Go- _,_ .. _._p/1/1)4-.. ,,. ,,.,_ "',..,,_,.,_ ... , ...... ,_, ... _.,.. ... ,, ... _ 
,_,___..-.. 

•• 

Uooc-11 .... - ·- 1WS 1-•... ,. 
Ut,.MJ ..IIIC\ s l' 119& S 19 JOI '1) 961 

["'opel 1 1186 I Hll , ,711 

, ..... , .. 141ft1 Mil 618 I>''· 
Ne\1 ell \Nofltl 411 406 401 

Tnl,~tl s l~ 064 '11.131 '16 111 

1 • • C011tllllntllii1S AND COIIITiNGfNCll.S 

Total renl ••JN!<l'-- amo..,tC(Itn S \81 mtlllon on 19!16 

S114mtMtontn 19q!lan<JSI~7mllloontn 1994 Tllen...,•mum 

rl!ntal comcNUn«•nl., unOr• nonc•r>c('ll.,blc lon<; ·tl!!m operetmq 

~.,.,,are 1987 \13!> milliOn 19'iN1· S1 )() m11~on: 19!19 S20!> 

•rlllloon 2000 SIUmiloon, 1001 · S1tiOIIIIIII(on 11n<l ell~• 

?001 S I I !II btiiOn 

li111n"n~ cn"'""IIN'nl~ and ~UAIIII>l• ,.., unor.r crrta•, 

P'09'1"""1f19· he•ft'l<ft9· 8111 .. 1'>. alhlf'lr ... l••ll< hl\f' arld nthrr 

&Q•e~mt!nl'l •99'r<J•tro app•OIIfllllll:ly SJ II tltHtnn 111 Oce-r·mb,., 

11 111!16 ...t.ch ••• payilblll! prtM•IWII)' n .. rr • I•W!·yf'llf po•nntl 

!u.lth amounts <kl not IIICiudc lllr l1mc W111..- Gene-ral l'arltlf'r 

IJUCV ... f'C!~ oj apptOli ... IIIC't)' ~~ 4 bdlooo of TW( dcot)l 

Pending~~ ptoc:~s ., .. ~ub.,tant•alty """'"'"co 
111oge110n enct<le,..alto the bu\tne~v'\ of T •me Werntr:r. flllt!ged 

damage~ on connection ••" fie!.\ atl1011la,..~uiC~ 11nd the 

po~lng .. lQ .. IOft -tl\ 1hG C oty ol H<'w VOtk and r 01 N~w\ 

Ctoanf'rt ("f NC"l releUngl<l ttr rtt-, lrlln.,ttcuonan<ill>e 

urr~eq0 o1 fNC Ofl Tlcne Wllf~ Cable'., Hew' Vt•k C«y c.abln 

lololll- 1y~on1 Ill too optnoon ul mena9r.,r.lll. lhn u'-Utlo11h~ 

rr.'-OIUCIOn 0# theie maUl'IS Will rtOI hll~l' It maiC,IIII f'llert nn 

ttoc l1nlln<NI •IAI•monU ol ltmc Wernt•f 



17. lil l.Al(D PIIIRTY TRAJISACTiu•l 

In !he! OOfmat COUI~ ol ConducllftV .,_ bu""~S\C\ T..-

w .. ,., ana •~ ~~ eno affiliates,_..,... had ~~II(JU~ 

tret>~tou wt.h TW£ ana ot,_., £111ena1nn1e,. Gtaup compa 

,_,, gener .. y Oil te<ms ••..-.ng lrewt~ 1 fti!90(WKIO"' t~rrw_,. 

the lti«Uid ...,..~ thlt II\ m-~ 's- r~sult\ 1n rea~ 

..,_ eiiOcauons l~s o1 TWE pettcipMc- "'.,.,oous •­

Will,., "'.-... \tOCil option ana ott. beMfll ~ lof Whoetl 

lAIN Willner Ct\ltgft JW[ IS Macll*lhl/le ol plan e.pen~~ 

lftC'Iucl"'9 aon>n~rM- CONI In~. 7_. 'NIW,_ 

p!CMde!o lW[ -~~ Clf'M1 tOrpollle S~ MIYICH lor """<h 

IIIK-M I fl!c- otl(,_ Mlounl oll6i m•hon , •• ,..koo1 ftlllt 

UO rn111 .. ,. ,,. 1119& lti~ anC11tl4 '"'PW'"""'Y The CIWpurAte 

~uppon \f'r "'t< r" ~'""""" llpllfl\ on Jt#WJ )0 19!1 1. ~ t 

to the obltc}auon or~ pertes 10 ~lo8tr "'~ '"'lh 

any e•temtOn UW.eoto 

r- Willner s Cat:l6f! dMtoOn ,..., man.tqcm<'nt """'<"' 
~eem~~ _,. TWl. purMa~nc to Whoetl TWl mnr~r\. or 

1)1~\ WIO'"IOIC4K to. 1M CerN IWVItoOOfl ,,_m'\ O.ned by 

Tt~ W•IW!r Suc:l'l cel*'*"'\ltln \}'to«C!m' .li'O P•1 TW( 101 

ttM! I!Qhl to Cfllfry c~ leleii'ISIOII ptogtl!lllmii'IQ provided by 

TWE's cablf• ~' 
J lmf: w,,., ·s f llmeO £ ntenailltncnt• l 8 S dlllt'>'On hi\ 

Vlfi(Ma MnriCe .~, ..... TWE ., filmed E IICtlftlllniiMH>t 

WtrtW!r 8r~ ~.pur~ to wt.ch TWE's fotmea 

Encena•nmete·*-""' 8tM dM!WOI'I ptowtcles c~llltt ~ 
ment atta dtWibolllotl tctwcn 101 Ttme W111rtet ~ theat<l(at 

IOieVISIOII and "'-ttd I)IOCiuel, " well II Cer'lll .. ..-vocn 
lor_,,,. .. ,..,_,. Wid tectltlocat ~ 

Ttme Warn~'< 'CabAl Netwartts TB• CIM~n has toceow 

~-•ntr. _,. T\\1[ , .... ~to -"oc:PI ti'WI ubk! "elw()ft.. 

!'\ave KQUel«< Dloadc IIC "99llJ to COli 11411 film 11110 tdr,ls;on 

product ln ~. Ttme Wlllnet s MusiC drviSIOI'I proVIOC.'s 

lOme vldeoce!iMlll' GAMtlbuiiOI'I-~CP\ en COI'IAII\ TW£ 

opet .. IOI'Is. lnCI tff\- JW£ lntS pi8CI' .cl14rtl~ tn 

11'1~tlt01l'" pul)6oShed by T- Wwner s PutlllthonQ .,..,.,lOti 
T..,.. Will,.... ana TW£ _.,«! tnco • u.oc ac,~ oo 

1994 tl'let allow\ JW~~e WNtWl!l to bntrow up to 1400 mtHonn It~ 

IW( IIVOugrl ~MICM!I I~ 2000 0ul\lllftOing Dorrn.,lt\9' l•nm 

IWl O.W -f:'\( <It l 1110" $*~'\ I~ .... lf ~~ ,,._. Wt~~nc-r 

CI•"(.,_'Q l.ao IINronn lf'l IW4 111<)1'< lflf' crrdiC II;Jt~ll 

,. 

ln~tOitAn'\ll'ltOn\ vtln lWF .tlnt'IOI/1ef 

Ent_,..,_,. Ciroup cumpAn• '\ lim<' ~~'lrrrr he' l>arf 

tren· IIO<UI-I't thco c: ........ bo .. ltc ....... c~~ny JI•",...,.''"P1.. 
c-oca lNaue,, l " . ftwN.-dy Part,....,. l P. Stt flaQs end 

CIC,_. ~)'I'IJ~ .. ~~ ol hMr. We•rtef lnd I~£ nte-r~l 

Gtoup ~ally-n~~~~ to Uir'' o1 p<Odu<.lon thr 

c.a.-y CQI65oe 01 bu\M\1!'-\ 

11 AODITIO.AL fllfAitC IAL I Iliff ORMAllOit 

A.:kllt~ '-nclll anfOI"'Aht'ln *•" '"'PI'(" 1 to c 1\l't no..n 
,,. •~ tollcMs 

·-··-o--... II 
.,.....,..~, 1'- ,...,, 

<.""'' PA,_., ,,.,,_ •n• 
101 Arrt''\C ~I}') \ r.~~ ' \}Q 

C•VIpll~\11'1~ 

,,.,"" ......... M. )II, lOl 
roa •tUtt'CJ ~~~~" 

•C'C('"'"'dlrnm lWf 11~ (,ft() 

troc ~ till rrl"'111 ·K-·d u )4 

•·1(-1(_"'" Chtarttd\ •n 

Outtngtna,..,sann••ciOf'<•••nbtorll. 1Cl9fo. 199.,end 

19U, Time Wlrtlef •ealllt'CJ l14/ r ntltun. SH lflllllon And 

18\1 

lU 

•n 

S 17!1 lftAQn. '"!>P«~ from the: \KIJICIIIIIOn Of rKt'tVolblco\ 

Nonceit> ~ltlg 8CUVIC!e'\ tn 1 "61flCiur»d I~ 16 1 ~ 

ecquttollJOn ol T8S and lhr 'l~Qf .,....,.., ecqlftt .. no 'll CVI an 

••change lot cape.aJ wocll INotc 21 N01>c:aVI "'""~1"'9 ef'd 

hnenc11'19 K!JIItl-.~ Ill l"~ lnCtudPd lhfl S 1 4 bolllor\ 8Cqut'>llooo<. 

of K8LCOM...., Surnmtt 111 eoc N1n9e lor r aprlel ~lnrll tHace 11. 

It•• • t Je o-nn kQCIIU:km •If lfOCH•• ~end ro,nlba """'"'~\1\ 

an TW£ en e~ttw"'ge tc. upit11 \Inc., ana I 10 million'" ca\h 

(Nate ll ana ll'1ol! '1 8 bill'"" •eGP"'')toc.on ol 1"""' w.,,.... ·~ 
Rc~ NIMn 1ft CIChll~ lor()( .... dt'bl YC\11111'~ (II!CJII! 61 

OIIM!I CIJI•en( loeblltlll'\ COI'I'SI\1 111 

1.-.-J• _...., ..... 1ft\ 

A<CIUI!Gia~ \ 1.410 ' 1111 
A( (1111'0 C(Jm~X'fl\M«,., HI ))I 

A( • ,...,d onc.ornr te,,.., 6 1 I 1l 

~'""',..,..., ...... '\ 148 84 
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Repert of Manatemenl 
Th" .rtcc omp..nY"'9 consoltdiMed r~nent"oal 1oUIIem«ll\ l'l.tlwe ~n 

fl'Cs;:lolted DJ rna~ 1'1 COiliOf"*J _,. QDnetllly IICC"Jl(ed 

.ccnuNef19 p<M">C1p1e1o. ~tAG necer..arely roctude ~., amDY~•• 

1"-l ere b,a!oo('don m-~·,. be\t n-.,-es llndJudtjlmCnt!> 

,,_ Wernor miiHW.IHI!> • "Y"em ot •nt.,t\al~~ecour-.eng 

< oni.Jol\ de~neCI to p!Owtde "'111\~MI Wlllh 11111~hloo 

• .,'Wfllre<:e thee •~M«s ero r..le(J...-Ged llg8111~t lou trom -u 
thOnled uw or CJtt~IOn. lind thM tranwcttons life urcuti!O 

on ~~ecoraance """'" ~n. ll..ahallliiUon lllld ti'COI«tr<! 

P"09"'1J TM- CD~W"IItp( Ql rMtoo,_.,le 11n1••nc•"' bn•!d tlfllh,. 

•e<Ggnlfl(lfl lhet thr t0\1 ole "Y"C!III a/ll'ltlfnel conllot c,hould 

OOC NCM'd lnt bor'll!lll\ deftvlld AndiMI ll'l(o I!ValUIIIIO'l (tl tron'>C 

hoc tor~ tf'qa.'~ elolemate\ lind j\ldq_, by man&9"'m('l•l 

f ul'l,.,.. tw:-cauw ol tnher~ Mlltllt~ "'any 'Y"'""' nl 11>1rr...t 

~COII'IIIlQ cotarol C!O"tft<\ 01 IIIC'9uiiiOI- may OCCL6 •lnd noii:W" 

QetL'(It"d N~thr~\'\ tfl~ bcWo~ '"-1 i1 hlljjh ""'"' 

oi111Ct'fnal conctoll\ mamtaonl'd by tunr> War,.. llwnugh ct.• 

'>C!Il'octlon .-lCI•·I!OftnQ til qi.MIIIed JM"'~I'Wiet ttM' .,...,.~'""'""' 

end communec11110n oleccounllf19 and buSint\" po•oe\. anr'J 
et<.lflle•nei...OOC P'IJ9tllm 

fhr AudiA C<etr~mtiiN' nl :r... Ko11rd ol OoiKIOt'\. c_.po~ 

Kllllty ol ctlii«"IOI'\ *ha 11rr ~out rmpJo.,eoe'\ til f lfhe Wlltrwt . 

m I'\ petood.oc.all. ••It· ,.,eneQC~niO,. .e.nd Wit II T orne War_,·, 
... ,., .. ,__,.or, and .,.,..l..,ll<knl aud•l)f'\ to •cv- manf'<., 

ra~Ming to tl• qu.Aey til ltnllllflel rapo111~ and int••nal 

., (,_..ing ( oraro~ anrJ thoo ,,.h•a. 4111wnt .. ws '•"''" nlth,.•• 

AIKM\ l-. Wllfner ' \ '"'''"'ftl eudttor~ anclondo'pt>t..!,....t 

at~C~ttor\ ~~~~~ lrec ace e.,, to the A~ C:ommtnec 

·•·•A4DIIl tfY•" ,., .. ...,..._, 
<n•t·~o, ..... 

"''""'"o • .. tnu • 
s-v.-.A.,...-w 
••<I ('".,#I-. IJIJIL,., 

Report of 114epen~enl Au~ilors 

IN( IN)A,80 Of' OUI(C 108$ a•O SH~·[HQ~Dtel 

IIMC W&8llll. IIIIC . 

We haft .-.Med the 8C'Catnpanytng CDII'>OiocJ .. r<l be~Anf:e \hf!C!I 

ol r-e w.,,. InC t"Ttmr W•..,·lu ot D«embc!< Jt 11196 

snd 199S. M'CI V. •ellltell ton\oll(lated \t.Dtements ol op•u 

loon\. ceSh flows aM ~•'eho~Get' t'(fUIIIy 1()1 each o1 the ttlrec 

,c-ar\ on cne pe<IOd ~ Oacemtl<"• l 1 1996 lne,.,. fll'\llll(oat 

•.t.M-.t\ .,,. tile '"'P<"'~)' nlltmr< W11r,.. .. mal>llqtonWOOI 

•'Jur ·~r~!oolt*y '' LO ••P'M~ an oper\1011 on tl>r'ool:' loni\O('JAI 

·.lllll"nl-\ ~'eo on nu• nud•t' 

Wr r Pnck.oclr<l 016 •udll"> lflll( < ttrOIIO('r ••uth 9"',..,,..., 
o~~cepl••<l;tud•t•OCjj ">tlll\OIIrcJ~ Tllo\r ">tandora"> •r-quc~t• u ... t 

- ~n llncl pr<lorm U..· oiiUCIII 10 nbC non, .. ,.~ an11ancc 

aDO.II -~ cne 1111~•• \ollltr.mct>l\ ate t•w ol matnroal 

'"'' .co~t--.c Ao tudll tnciUdr' e.amtnlft9. on ••~• O.t\1\, 

e.-.dence ~ tiW _,and dlt.c!O\ulos "'the 

lonanoel \tee-f>IS An audll al'loO one tudes ·~'\C!UII>g cne 

It 

IKCowt!JnQ P'lnCI~\ u\Pd enel \IQ!WI· ant l!"tlmlll«!'~ mede 

b)' m~. Ito .... A\. fi\IIIIU811f>9 thC! OYIIW .. hf'MIC181 

\IAIOmC!I'>I P'•!'.Cl't>IOI1011 'Wo ~heyr Chill Out .lludol~ p<fl¥1CJC! 

• 11111~ boa"\ lot QlJ' oponou<1 

In GUO oponoon, the ltnanc:utl !.t•t-nl~ releHI!d to 8b0ve 

p<r~,.,. l•otly, on 81 ~1!11111 tt'\Pf'<l\ , the r.:o,'oOitdelr<l I>OIIIIC•ftl 

~toonol r,,... "'•''- •• ON..,.,.hfo, ll 199r. •nn ~~~ •na 
lhr (IW'1"10hdMet1 t,. .. utt: .. uf d' ·~f.M"'ftlH"-'1\ PUWI111'\ I ... ,.,. ft(~w .. r(H 

,,.,. 11 uf lftr ,,__ J'l"ll" "' ltM' I'"''"M1 M>o1r•<J Orr~ ) I 199b 

on ( tli'IIOtmoiJ With .. f!,.lll~y 4CLC!plt'd .KC .JUIHol'\j p<IIICI~S 

,,,.._, .,_ 111!11 



Selecled Financiallnforllalion 
1 h.- ""lo:-cted f~~W~C .. .,,ar..,.on to1 eech ol ,,.... r,,.. .,....,, on 

IIW' periOd ended DecemtM•r )1 19116 \t•l IMh below 1\A' h<'<'n 

det~Ycd frtJift ind ~d be rc8d Ill C:OI,_-W"UM ...ChI he• llflllr•oal 

\llltl'm'!'nl\ and oar. 11n41111(1411 tnlc,.met~ pe~tt'<l ct~ .. t>e<r 

heleof\ C6ptUitlt'<l U!flft1 are 8\ defoned 11nd ~'<"!X'd'" 'uch 

can-.olu:l-'IC'O lonaoc: .. r SIM'-""~'· or cl'loCwiW'r(• lorJ•·•n lhe 

\Cic!clll'd h1~0f1CAI 1-nclal "'IOtllnAhOJ\ fat all pl raod\ IIIlo• 

1992 refirct~ t~ oec.onSOiodauon ol ti'IC [nter'-'.,me,. C<oup. 

p<tncop.1lly TW£. ~tectnoe Januaty 1. 1Hl 

Thr '>('lo•c trd hostOtll(lol I.,..I'ICull onfon .. euon l()lf l!i!l& 

teftecl~ (althe i\-.uance ol appro••m.oUely 1 73 4 nulloQfl ~hotrc' 

01 CClm"''Ol ~IOI"k llr.:J li'IC il\ ........ pliOO cJ 8(lj:111Uifn81t'ly S1 ll 

bollllf)ro olonortltcdneu oo conuc'f: toon ""''" tlw' TBS TtllftSooCIIIIII 

{bllne ·~!>uanc.r 011 6 mllliOO !oharc'l ol ~c.-141\ M l'xrhlnqt".at •• 

pelerr~o ~lock ha...ng ;)n .099'Cfollll1' hQ•.IIdAhnn pu•ll'<rlll o• c~ 

S I 6 bdtooro lltld tlw u\C olapp~oumntcry S I ~!. tlolh<on t>1 nrt 

p<OCH<I' ll'lrfclrom to rl!ducf' dl'llC IWid (CIIol the' ,,, ... ,1( c ol 

b 3 """.,.. \.heru ol convc.-rt~t~~t- pel" rt'<l '>ti'IO """'tlljj ,,,. 
aggr~te loquodMIOI'I pteftlfencr ol S6l~ mllhon 11nd }II ,.MilK.>n 

~heres 01 cD"',.... stoctr. and (It) the e1'\Umplt01l or II'ICU"Nl(,. ''' 

H 

appoa.nelf'IJ S1 billiOn ol....,..bt~r~r."" ., cnrw-.c:llon With u-.. 
... qur'-'IOn <J ( VI Jt• \f'tMtPr:t 1>1\tolor al hnancreloolntmiCitlrl 

lor IIIII~ •ef!Kt' laltho 1~\unr>ee ol711l mdi60tl ~·•~ ol 

(.Qnverubk- p•efr .. ll'd ..ac ..... l>ev1f>9 an evgregate hqllldlll~ 

pteference o1 U 1116 bclllon lind~ 6 molooon ~"'" ol common 

"toe k and lbl me ...,-..,mpunn ,_, lllCunmce ol IJICliOI matcly S l l 
b~llon ol indl'btlldno"\ 11'1 (Ofli'IN.tt()n ""'th I•J ll>e ICQUI~loOM 

ol KBlCOM and Sumnut and ly) IN! l'l1Chlfl9C! by to~Da an<J 

JTOCI4U of t~lt dNI"rt •~ •or:torKt lf'tf!o'nt,. '" TWE rho 

UkXIed l>o,t()lftCIII loro1ncoal onrOirnllloOI' fl)l IIIIIJ tel\oca 11'!01 

t\\uancc nl U 1 Qoll6on ollonq lt'fm dl!blllf'd I he U\0 ol J!IOO 

fllllloon of CD'Ioll and PQU¥1111'111' for 1"-t OICI>II~ 01 Ft'c:ll'mpiiOil 

ol p<rto'frr{l o,toc:k I>AviUQ an 89'J'I'QIIIf' loquld•toon prclcr,ncc 

cit Sf> 4 hotlooo lhr ~<'lr<:IC'G ••~l()lftc sl fwraflCialtnln•-hon 

In• 1!191 rl'lkoct'lo ltlf' f11pot4./Ah0" ollW( Oil h1110 lO 1991 

•nelrn"nc .. lt'<l '"''"•nc•'9" .uv:JI~ ecqu"•hon of tne 

Ul 1'11!. monouty ll'(t!f•\.1., AT!' 8\ ol Junr lO lilY} u\lnQ tn. 

puJtNI\1' meii'ICod olarc-ouotont;~ loc bu\1,...'1'1 comD•natton!> 

f'er CMlmton 'her• llrti<>U"'"> llnclllvC'fiiC,jf' CO<'"""n ~Mif .. , 

hrwe bf!on IC''oi.IIINliO C)l ... efiMIIn tho 'nut·IOI·I'InC.' common 

!>Inc!\ \pill t"M occU<r~ on Srpcemr- 10. lY112 
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Investor Information 
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