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Dear Shareholders: 
Record Earnings 

Cable's Clear Advantage 
Copvright Plus Distribution 

In 1994 the proliferation of new lechnologies and the spread of free-market 
economic syJtems continued to expand the voracious elobal appetite for Time 
Warner's products. In terms of technoloc, the cable industry is now leading the 
telecommunications revolution, chaneine forever how consumers re,cive 
information and entertainment. With Time \\'arner leading the cable indusrry, 
we are positioned to become a major player in deliverine the full ran~e of 
telecommunication services. 
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Amid all these changes one thing remains the same. The uhinuue Cc~t uf L'H.'r}' 
business-the measure of its strength and the 11rnof of its leadership-is 
performance. 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'~ content businesse!!o-Time Inc., \\'arner Music 
Group, Filmed Entertainment (includin& Warner Bros. ilnd Sil Fla~s), and 
llome Box Office (HBO)-achieved combined double-dieic tt:rowth and record 
earnings Lefore interest, &axes, depreciation and amorti1111ion ( EUITI>A). Hue 
to the impact of eovernment rate rqulation, Time War-ner Cable experienced 
an overall decline, which had a negative impact on our slock and the stock of 
every major cable player. Cable, however, has worked il5 way thrmtt:h tht• "'unt 
effects of re-re&ulation and in the fourrh <Juarter !JiiOwl'd 11n inc.-use in 
f.RITUA for the fint time since I 993. 

The creative soul of Time Warner is most often drurihed liS rl'sidint: in our 
conlent or col)yrieht bu•inesses. These are hu2ely successful enterprise~ that can 
be imilated but never duplicated. In franchi~es such as Time, People, Sporl! 
Illustrated, Dook-of·rhe-Month Club, Tin1e-l.ife Books, Warner Dros. Record!!, 



Elektra, Atlantic Records, HBO, Warner Bros., Looney Tunes, DC Comics-the 
list is lone- we poue:ss not just lucrative brands but American cultural icons. 
They are Time Warner's alone. 

A brand's power lies in the certainty that it will deli\ler \lalue day atfter day, year 
after year. lnthe information and entertainment industry, this certainty isn't a 
function or a standardized manufacturin2 process but of hi2hly t11l~uc~d 
journalists and artist3 eifted with the ability to reach ntinds and touch hearts. 
Past, present and future, these womrn and men are the source or our success. 

The myriad acts or creation that ddine and distin2uish Time Warner don't take 
place in a vacuum. From the begin-ning, this has been a company with o 
profound sense or the importance of contro'lina distribution in ecnerating more 
business, keepine a lar&er share of thr r•rofits .11nd creatin& products that 
increase consumers' understanding and enjoyment. llistribu-tion is an essential 
palrt of who we are and what we do. 

Together, content and distribution are at the center of our strategic mission: 
Time Warner is home to the world's premier journalist! and creati\IC artists. 
We distribute the products of their mind'i and imaeinations to the broadest 
audience across the 2lobe. This combination of streneths is renected in our 1994 
performance. 

Record Earnings 

In publishine, Time Inc. produced double-di&it EBITDA erowth and record 
rrsults. Amon& the ineredients in its success were circulation and advertising 
growth, impressive rate-base increases at [ntertainment Weekly, Parenting, 
Cooking Lieht, Martha Stewart Living, and Sports lllostrated For Kids, and 
ongoine cost manaeement. By any standard Time Inc. remains the induslry 
leader. It is also becoming a major presence in lhe de\lelopment of softwnrt> fnr 
new media. Already a leadine direct marketer or hook!', nm!'it· Mnd ,·id~u. Time 
Inc. is repackaging its CO(Iyri&hts for resalt' 11"1 en-ROMs and lhrou~:h online 
services 

Warner Music Group's eleventh straieht record year reinrorced its flOsilion as 
the world's No.1 mu5ic company. Vertically inte&rated, in rhar&e of its own 
manufacturine and di!ltribution, this is a truly &lobal operation. The Grou11's 
non~U.S. businesses, now accountine for over 50o/o or its revenues, ho&vr M 
ten-year compound annual erowth rate of better thun 20°/o. If ere in the lJ.S., 
Warner Music labels continue to hold by f11r the strongest position on the music 
charts. A quarter of the titles in Billboard's top-200-sellin& al' ums for tht> yt'llr 
were from the Group's artists.. The Group'• roster ur world"'idr-ullinac arti!'t!l 
included AJI-4-0ne, Anita Bakrr, F.ric ('lal•lun, (;rt>rn l)ay, Luis Mieuel, John 
Michael Mont-&omery, R.E.M., Stone Temple Pilots, Mariya Takeuchi and The 



3 Tenors. 

Driven by the success of films such as Interview With the Vampire, Maverick, 
The Client and DiJclosure, Warner Bros. had its twelft~ straight year of record 
results. Warner Bros., however, is more than just the world's most consistently 
successful film studio. Warner Bros. Television is the leading ere- ator of 
primetime programming, including breakout hits ER and friends. The 1995 
launch of The WB Network demonstrates our commitment to build a primetime 
broadcast outlet for our new and classic copyrights. WB Studio Stores are 
continuin& to open new outlets in America and overseas. WArner Bros.' 
investment in a theatrical animation business promises to hring the Studio the 
same level of quality and 1uccess in animatrd features that it now enjoys in 
every other area of family entertainment. 

For IIBO and Cinema1, 1994 was a championship season. At year-end, their 
subscriber count was up 2.3 million from 1993, the lar~est increase in over a 
decade. As well as winning new subscriber!, HBO !cored 23 CableACE Awards, 
far more than its nearest competitor, anti four Golden Globe Awards, more 
than any broadcast network. HBO's ~rowth comes from a number of factors. 
Multichannel HBO and Cine-max, for example, h11ve improved penetration. 
The introduction of HBO en Espanol has resulted in double-di2it subscriber 
growth in a demographic segment increasin~ ac five times the gencn•l rate. 

Our fou' content busineues had a year of unqualified success. Each is 
positioned for double-digit growth well into the future. 

Cable's Clear Advantage 

Time Warner Cable has absorbed the pain of rate re-regulation ~nd is nnw 
moving beyond it. In the fourth quarter of this year, we expect the cable 
company co return to a double-di~it ~rowth rate and to deliver consistent 
double-digit growth in 1996 and beyond. Drivin~ that growth was a healthy 
increase in subscribers in 1994. Another key 10 gro"" th is that cable has ""·on the 
race to be the first to bring broadband, digital interactivity into Americu's 
homes and busin. sses. This isn't a boast. It's a simple technoloKiraJ fact. 
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There has been a good deal of confusion over which industry-cable or 
telephone-has the competitive advantage in offering consumers telephone and 
video services. There ~houldn't be. Cable already has in place rhc basic wi..-mg 
for delivering llrogramming service!t and true video on demand. Adding 



telephony to our basic cable services is a relatively small step. In contrast~ to 
add video capacity to their primary business, the phone companies race the 
immensely expensive, time-consuming job or bringing broadbpnd to local 
neighborhoods. As regulatory barriers fall, cable will be in the telephone 
business long before the phone companies are in cable's. 

Compared to other cable 011erators, Time Warner Cable 1msscsses another 
crucial strength: clustering. Over the years, Time Warner's stnllc2)' of 
concentrating its systems in densely populated urban and suburban markets has 
made it far and away the best~clustered systems operator. In late 1994 and .:arly 
1995, the cumulative impact of fast-developin& technological innovations, the 
convergence of the cable and telephone industriPs and rate re-rcgulation 
resulted in several well-situated, demo~:,raphically attractive cable ~ystem~ 
becoming available for acquisitions or joint ventures. Presented with the chance 
to strengthen our clusters and complete our cable footl)rint, we seized it. 

Our agreements to enter a joint venture with Advance/Ne"'·house and to acquire 
KBLCOM, Cablevision Industries and Summil will dramalically expand our 
cable presence in New \'ork, Florida, North Carolina, Ohio and Texas. Once the 
deals close, our sys-tems in these states will serve over six million of our 11.5 
million subscribers, with nearly three-quarters of our customers in 34 
geogra-phic clusters of 100,000 or more. 

Near tern•, the investments in enhancin~:, our dusters and up~:,radinli! their 
architecture will bring immediale access to new revenues through more reliable 
service-thereby increasing penetration and decreasing customer churn-and 
through expanded pay-per-view and largeted advertising packaees. In addition, 
for a relatively small incremental investment, we will enter the 
SIOO-billion-a-year local telephone industry, a step that we will take later this 
year in Rochester, Ne"' \'ork. By emphasizing our ability to package TV and 
telephone services, we intend to go after the 20%. of the telecommunications 
market that generates 80°/o or the revenues. 

Time Warner i'as already entered the 528-billion-a-year lon~:~distance-access 
business. We now provide companies in twelve locations across the country with 
connec::tions to their lon~:,-distam:e carriers, as well a§ data-transport services. 
Our presence expanded rapidly in this pari of the telephone business in 1994, 
and we expect the growth to conlinue. 

Long term, new revenue streams will come from the introduction of interactive 
services. We know that Time Warner will be both a beneficiary and a creator of 
the interacti\lt future. This wa!l madr clear on Deceml,er 14, 1994, in Orlando, 
Florida, when Tirne Warner introduced the F'ull Service :"\etwork 1,. ( ~·sN) amd 
successfully demonstrated its capabiliry to deliver movies on demand, video 
games and home shopping services. 



Copyright Plus Distribution 

Time Warner is uniquely positioned to reap the benefits or the 
telecommunications revolution anti rhc worldwide demand for software. 

Time lflfiTnt•r ,\'enior .Wmragemenl 

(left ttl rig/11) Normm1 P4!arlstille, /)mr l.ogalt, ReJ:imlltl K. llrtu:k, Robert W 
Piltmtm, (ierllld ~l /,evin, Rit:hflfd' /). Parsttn.•i, Rttht .. rl J. MtiTJ:tldll, RfJhen A. 
Daly, Jr~seplr J. Collins, Terry~: Semel, J~ffrey 1 .. llt:M•Iu!.f, iclwel J. filch.•;. 

- --- ---- - -- - - - ----~ 

No competitor can nuuch the scO()t" of our t:opyrighls and distribution network.~. 
But our leadership isn't a matter of coastin~: on the momenaum of past succe.~s. 

We are p~ttin~:, in 1•lace 8 new generation of eucutivc talent. At Coqtonte. Dic'k 
Parsons, our new Pre-sident. and Rich Bres-sler, our new Chief Finandui 
Officer, hrinof executive talent. 1\t Corporate. l>ick P~trsons, our new l'residenc. 
and Rich Dres-sler. our n~w Chief Fin;tncial Offi,·er. hrinl! depth, vi~ion and 
enthusiasm. Our divisions have long been rccugni:u~tl for the qu~tli•y and 
stability of management. The apJlointments of ()on Logan as Time Inc. CEO 
and Norman Pearlstine as Editor in Chief-the first frorn outside the Time & 
Life Duilding-add new perspectiv,es a~nd ;.bilitics to our publishint: operl!ltions. 
\Varner Music Group has 11 new divisimull hc.•ad of its l l .. \. OfJ«.'nlliom;, l>ou•! 
Morri~. and n 
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Going forward, we are commitc~d to achievinl! three stntc.•jtic ohjeclivcs lh;~c 
will solidify the pro2ress we've already made and ensure we remain the globall 
lrader in medi" and entertainment The first is financial resa. ucturi'l£. \V~ will 
.pursue sims)lification of our coqwrate tructurt by creatin~: M ~•and-al,;ne, 
self-financina: enteq)rise to man111e our cable 11nd telel·omrnuniution~ 
,,roperties. This new t-n,req,rise will help Time Warner e.xploil irs uudMI 
tedtnological a ... . anta&t ~nd help shareholders evaluate bc1Ch sides of the 
company·&Ontent creation and distribution; and celec;ommunicaciun~. 



S'"t.·ond is impro"·in2 our financial strength. As put of 11 continuing 
reassessment of where individual parts of our core businC"sses fit into our 

mission, we will offer for slle carefully targeted, non-strate&ic assets from both 
the cable and content sides. The proceeds will l)e used to reduce debt. Third, we 
will continue to make stratq·ic investments for growth. Over the pa~u ft•w yrars, 
at the same time as we've c.omplcted our c·able footprint and upgnaded uur 
systems, we've invested •Krasively in all our content bu!linesses. This indudrs 
the ~tart-up of Entertainment \\'eekly; the crc.Mtion of a theJitrical animation 
business; the launch of a "fifth~' network; the international e1.11ansion of II Jl( ); 
and the entry of Warner Music Group into new forms of direcr marketin2 11nd 
overseas music channels. 

Each of these investments is addin2 to lht· creari"e '1ren2ths nf our divi:-.iun-. 
and underlines their importance to our future. In COday's compctitin· 
environment, the willingness to' invest in -;ustaincd 2rowth-i:rowth 1hat builds un 
ito;clf from year to year-is more necenary than t•,·cr. 

As always, the future belongs to those who refu)e to b~ ruue caretaker), whu 
insis t on lindin& nrwer. better, more efficient, mort' responsive, more 
ima&inative ways ro serve their audiences. The key~ are the willin~:nc~s to he an 
ae,rnt of cban2e, ·the ability to nurture creativity, and the disri1,Jine to pay 
careful attention to business fundan1ent·a~ls. 

l'he con1bintd forces of technolo&Y arad glohaliution will continu~ to tnmfl,rm 
the face of the media and entertainment indu"'cry. The pace will only increa~e. 
Yet no compLtitor possesses the resources Time \Va rner does: the talent and the 
crcalivity: the libraries of copyrighted ima&e~, !'torie~. music and films.; the 
scope of distribution and marketing 11rowe!1"; the '-'cmunitmenc to innovation: or 
the global reputation for the best in information and entertainnH~nt. \\'c rNnain 
rhe one company " 1ith tbe power to shape tht- fururr as "ell ns profit from it. 
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Opening Markets 
The Digital Decade 
Brands in Demand 

Today 's media and entertain~nl industry-l·hap~d by op~ning gltlbal marluL'i, a uvolution in 
Ji~:ita/lechno/ogy and the growing 'IHIIue tif powerful brand'i-/tJoA..,· ''t'l'}' Jifft'r~nl than it Jill 
ten years ago. In another dectule, il will bt' unrecognil.llblt'. 

The forces that tUe lflolding ollr collective fUiure-llre ~:lobali:.oJion tif com mere~ und lht' 
accelt'rating power of colfVIUiniclltioiiS technology-are fundmnt'nlal am/ irrt'Wt,iiblt'. 
Combined witll underlying d~mogrt~pllic trend.J and tire spread of copyright protection, thest' 
forces are creating not just ni!W industria but a ni!W economy. It i'i an eL·onomy b~·ed on 
intellectual properly ••. Qifd intellectual capitaL An economy in wlricll tire lingua franca L'i the 
digital bit .. and in which tire ability In coin word.'i and idt'a.'i, to crt>~te im1111es and mw·iL·, i,·tlre 
coin of the realm. No company face.'i this changing wtJr/d -,.•ith mt~r~ htJpe or better pro.\p~ct\· 
th11n Time Warner ..•. 

• • • • • 
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Crulinc free Madsrt• •IHih«line Creativity 
Youlh + New Mcdja - Woddwidt Growth 



7 11e ne:ct decade presenls one of the mo.fl .ngnificant mternatumal bu:rme.'is opportunl/le.r m 

h1stnry. Every day, more nnd more countries ore opening their doon wider to fresh ideas, new 
opportunities and the energizing force of the free maricerplace. People in every comer of the 
globe are waking up to more and more options in the infom1ation and entertainment they can 
receive and enjoy. 

No. 1 in the World 

1 f Tune Warner's intemational operations were a stand~alone business, that business would rank 
as the I 10th largest company on the Fortune .500. Time Warner's international d1visions bring in 
mor\! revenue and EBJTOA than the non·'J.S. media :md entcnainmenl operallons of any other 
corporation in the world Time Warner's overseas rcvenu~s have grown from less than S740 
m1llion in 1984 to more than $4 btl linn in 1994. That's a compound annual growth rate of nearly 
20%. 

\ 
In 1970 ~arner Music Group did bu.s:iness .in three rour1trie~. Tod.ty H: operates 
in more than 65 and is Ti•e Warner's largest global bus1ness. Non-U.S. 
markets generate 571 or its recorded-music rev~nuPs. 

11111111 In the decade .thead, th1s growth rate is e~~~:pected to accelerate 
·-m; 

Why'? Because of a worldwide pattem of economic. poliucal and demographic !rends Th~ rap1c:l 
development of market economies, spreadmg copyright protection, the growth of younger 
population segments and the widespread adoption of new communications technologies-ali lhcse 
devellJpments are both fundamental and irreversible. And all bode extremely well for Ttme 
Warner. 

Creating Free Markets and Protecting Creativity 

State-controlled economies arc rapidly giving way to the free market. Time Warner--with the 
world's premier colleclion of journalists and creative anists, unsurpassed marketing ex pen; se :md 
global distribution networks (c lf. Warner Bros. controls more of its worldwide d1stnbution than 
any other studio)--is po1sed to enter promismg new markets, from Eastern Europe to the Pacific 
Rim 



Who, the Au5tra1Jan version of People, js thdt country's 
fa3test-gro~ing m•g•~ine. 

Protection ofantellectual propeny is making sagnificant progress in many markets ~nmnd the 
world. In Singapore. for instance. our industncs' losses from piracy have dropped irom an 
cstunated $358 uullion in 1984 to S27 million in 1993. China recently signed a major intellet:tual 
propeny agreement with the U.S. Time Warner is the world's le1.1~ing owner and creator of 
copyrights and brands-from Bugs Bunny to HBO Ole, from the premie1 port folio of publishing 
tirles to the largest library of music copyrights. We benefit d1re,tly and materially everywhere 
intellectual property is strengthened and piracy is thwarted. 

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

In 1994 Warner Bros. struck a trall-blazing dedl to dJstrJbutc f1lms Jn Ch1na. 

Youth+ New Media= World·wide Growth 

Young people are the most voracious consumen of media and enlcrtainment products, and .heir 
numbers arc growing throughout the world In India, for example. the 18-24 ag~ group is 
expected to grow 18% between 1992 and the year 2000, rcsultmg m a population segment of314 
mill ton In Brazil the same age group is expected to grow 17%, to 53 ,nilhon. At rhe tum of the 
cemwy. the world may be home to a prime movie, televis1on and music audience that is larger 
than today's by more than a billion people. 

Through televi$.i.On, video, lj nsjng and retail~ Wdrn,..r Bros.' Looney Tunc.:.! 

chdracter~ dre known and loved wurldw1de. 



The world circa 2000 will also contain one billion televisiOn households. Technology is 
revolutionizing the information, entcr1airuncnt and communications industriest and no media and 
entertainment company has so effectively turned technology into businc~ses around the world ns 
has Time Warner. Warner Home Video is the world's leading home video distributor (and is 
pioneering the next generation of digital storage. the d1gitat video disc); Warner Music Group is 
among the world's leading suppliers ofCDs and audiolapcs; Warner Uros. 

- - --

Wdrner Mus1c Group's joinr.-ve.,tu: e VlllA-·a h.1t in GermcJny -- is d modt>l tor 
mu~1c-v1deo channel~ around the wo~ld thdt will emphcJslze local art : st3. 

Television is the world's leading producer and dt•·aributor of tclcvisaon progTamming; and Time 
Warner Cable.., the world's leading cable uperator in both clustering and technology, is movmg 
aggressively to expand its international presence, including recent deals in China. Japan, Spain. 
France and Taiwan. The world is changing. No company faces this clmugmg world w1th better 
prospects than Time Warner. 

• • • • • 
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Ihr ~·uu Suvlcr Nttwork 

The power of dtgital technology is transfonning the way people communicate. Every day, new 

advances are expanding the amount and quality of the infonnation and entertainment that society 
creates and receives. More impor1ant, these advances are giving, ca~ 11 of us more control. more 
ways to shape communications to our own needs. We're moving from the broadcao;r 
world ... through a narrowcast phase .. and into a new world of individual irucracllon, pcr~onal 



expression and choice . 
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Time Warner' 5 Full Servl ce Network (TMJ provJde.s true vi dec ·on -dem.and, 
interactive shopp.ing •nd g,;uaes--with fuJJ VC.R fuuction.al.H.y. 

No. 1 in Applying New Technology 

No media and entenainment company has been as consistently presc•ent in it::. development and 
use of new technology as Time Warner. Our company pioneered the synchronized talking mot1on 
picture ... satellite- delivered pay television ... broadband fiber-optic/coaxH:il·cab:~ architecture 
(winner of the cabll! industry's first-e,·er technology Emmy Award) ... sclcctivc magazine hinding 
and ink-Jel printing .. .inter- active muhimc:dia based on magazines, books and cntcnainmcnt (via 
CD-ROM, hoaue games and online scrvices) ... cable- delivered telephony . . local-news video­
joumalism ... lhe next generation of home c:ntenaimnc:nt, the digital video dtsc (DVD) ... and the 
world's first digital, switched, interactive communications system, the Full Service 
NetworkTM(FSN) As profound as the impact of new communications technologies has alrr.:ady 
been, in the decade ahead their transfonning power will increase exponenfially. 

Cable Telephones and Digital Movies 

The d1gttal broadband revolution is not years away. n's happening now Not only can 
technologically advanced cable systems like Time Wamer's uffcr enhanced pay-per-view and 
numerous, new viewing options. but they can also provide advanced voice and data connections 
significantly sooner than regional telephone companies-willt rheir exi~tms plant based on 
low-capacity copper wire-will be able to offer video. 



Time Warner's jojnt-venture Th~ Sega Channel is the first truly interactive 
cable service, supplying 50 video-gdme hits Jjke Soni~ th~ Hedgehog tor a 
monthly fee. 

At each stage of a cable system's upgrade. ~agruficant new revenue streams are created. Perhaps 
the most promising is telephony. ·nte local telephone busmess in the U S .• mcluding access to 
long distance, currently brings the regional Bell operating companies S I 00 billion a year. Aided 
by its strategic partnership with US WEST, Time Warner js already in the telephone bus.ine.ss 
today. As the result of agreements entered into in 1994 and early l 995, we c;)(pect to expand our 
~able footprint substantially in J9QS, positioning the company ro realize significant revenues 
from telephony in the years ahead. 

Digitization is enhancin~ both networks and hard-copy fonnats. Case m point: the digital v1dco 
disc. This technological bre~lkthrough. announced January 24, 1995, by Time Warner and Time 
Warner Entertainment panner Toshiba. multiplies by I~ the storage capacity oftoday's audio('[) 
(or multimedia CD-ROM). Not only willthts high-powered dis~ pennit affordable digital 
versions of movies superior in quality to 12 -inch laser video discs·prornismg to •upcrchargc the 
selling of films directly to consumers-but it will also provide a pou:nt new storage device for 
computers. direct-hroadcast. satellite services and even interactive systems like Time Wamer's 
FSN. 

The Time Warner/Tosh1ba djqic•l Vldeo disc hds ~on wJdespredd support from 
Hollywood studios and consumer electronics mdnuf•cturers dlJle (left). 

The Full Service Network 

The broad outlines of rhe digital revolutaon are becoming clear h even has a name-the Full 
Ser\'ice 1\.erwork-and a prototype. currently operutant-t m Orl,uado. Flo11da ., une Wamer's FSN ts 
waddy acknowledged to be the most advanced commumcat1ons sy~tem C\ICr deployed to tin• 

~on~umer--and rhe only two--way, swuched, d•gitalmteracuve system currently in operation. fr 
is, in fact. a real-world laboratory for the dagttal age, prO\ iding Tune Warne• Jnd its partner~ wuh 
mvaluable msights mto the capabrliuc:s of the: tcchrwlogy and con~umer needs and preferences 



Time Warner j' •ggre~$ively enterJng th~ telephone mdrketpl•cc--bo:~ bu5iness 
<tnd res.ident ial--through sue,., venture:> as Tlme WJ r11er Cell u l.tr l n ~oches rer, 
N~w YClrk. 

The long·prophesied convergence of computers. telecommunications and contem IS under way, 
and at a diz.-.zying pace. The rule of thumb ~~ called .. Moore's l.aw": Every I R months computing 
power doubles and its cost decreases by half Time Wamer-with the premier collection of 
clustered technologically sophisticated cable systems and the world's largest portfolio of 
information and entenaimnent c'opyraghts and brands-ss poised both to dnve and to profit from 
this acceleratin~ change 

Brands 
Den1.and 

• • • • • 

[J 
Trusttd Titlts and f'.vorilr Songs 

Classic Characrrn and (lnmatchrd Procntmmin& 

In tJ world of proliferolmK choiL·e, populur hrundr art• I he key lo J.:lohal ~uc:ceu h:ery day, 
consumers are offered more and more channels of inJonnatwn. entertau1ment a.1d 

communication. Thtse range from television, music, books, magazines, rnovie theaters. rheme 
parks. retail stores and catalogs .. to phones, online services, mullimcd1a <. 'D·ROMs and 
mteracti ve cable , And the li~t is growing. When faced wuh such .1 welter of options, people w1ll 

grzvitate to the brands they know and trust 



No.I in Brands and Copyrights 

Time Wamer creates and owns more infonnation and entertainment copyrighto; and brands than 
any other company in the world, and it markets them with unsurpassed sL:.all. 

T 1me Wctrner '3 unmatched ~torenouse of copyright d s St•t !i 111<: 1 udes 5uch widely 

recognized world-class brancs as HBO. -----------------------------------------

Intellectual propeny is not created on an assembly hne. It 1s created one ~ong or swry or trnage at 
a time. by unique individuals. The key to managmg enterprises like ours ts to find the be.;t 
creative people and build long-term relationships wtis created one song or story <H tmagc! at a 
time, by unique individual·s. The key to managing enterprises like ours is to find the best crca11vc 
people and build long-tenn relationships with them Year·tn and year-out. Tune Wamcr has done 
thai better than any company in the, world. We mventc:d the newsmaga.t.ine and the talkie, 
established modem photojoumaJism, personaltty joumalism and the personal finance magazine; 
set the standard for pay-TV programming; led the music industry into modem rock and rhythm 
& blues; and creiJ,ted the comic-book superhero. And in every area of Ttmc Wa 

As valuable as Time Warner's copyrights and brand .. 1-.ave been in the past. thctr worth will l.l!O! 

multiplied in the decades to come. 

Trusted Titles and Favorite Songs 

Time Jnc. owns the most preeminent portfolio of brand names and powerful frandu:ocs of any 
publishing company in the world--from tmsted magazme titles like: lim~. People, .\[mrt.f · 
Illustrated. Fortune. Money, J.ife. Hmertamment We.:Aly .• Wartha Stewurii.Jwng and Southun 
L1vmg, to leading direct-marketers of books, music and video, Time Life and Book-of-the-Month 
Club These:: renowned brands are cc,nstantly being e~tended into profitahle new products that 
leverage the company's edttonaJ and marketmg expentse--evervtlun~ from,\'/ N"· ~:ub- to fmtt' 
Onhne, from Ctuldren·~ UUMC to Oxmoor I louse's Southntl J.n·mg Anmwl Rec.:lpl!s. 



Sports Illustrated--named by Adv~rt:.J.sing Age as "M.tqdZ.lne of the Ye.1r" - -.is .a 
powerful franchise with many profitable extens1ons, from s~ecJaJ editions and 
5pin-off titles to videos ~nd multimedia. 

Wamer Music Group (WMG) includes the world's' .rgest holdc:r of mustc copyrights, 
Wamer/Chappell mus1c publisher, owner of more than a n.11lion musecal favorites from 
Rhapsody in 8/u,· to riHappy Binhday ro Y otd And WMCi's hthcls dommatc the chan~ with rh" 
premier roster of U.S. and international musical superstar~. from You i And WM<J's labels 
dominate the chans wtth the premier roster of U.S 

Classic Characters and Unn1atched Programn1ing 

Warner Bros.' unique libraries contain more than 3,000 feature tilms and more than 2S,OOO 
television episodes. They also· include suc·h beloved Looney Tunes charactel"s a .. Bugs llunny. 
Daffy Duck and Tweety Bird; newer favorites like the denizens of Jiny Toom· and Ammamac:\·; 
and classic DC Comics characters such as Supennan, Batrnan and Wonder Woman. These 
evergreen trade .. tarks and one-of·a-kind copyrights arc: an unending source ot new products and 
n:vcnues: everything from worldwide home vtdeo sales to consumer products, from the Batman 
movies to Batman The Ride at Six flags Theme Parks. 

DC Comics ch.ardcters like B4tmdn are more than comJc-book ~uperheroes. They 
dre Amer·can icons who regul~rly m.ake the leap into new medJ.a, 

Wdrner Bros. • Looney Tunes characters llk~ l'fdrvJlt the MartJdn .ue .• n 
evergreen source of lJcen•in9 r•v•nu•• worldwide 

IIBO's brand awareness in the U.S. is near the highest levels possible and is bemg rap1dly 
exponed around the world The power of the HBO brand 1s constantly bemg enhanced by the 
company's marketing prowess and its established reputauon as the creator of the bcs1 original 



programming on 1elcvision. 

The world of media and entenainment is changing. No company faces this changing world with 
better prospects than Time Warner. 

• • • • • 
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Tune Inc. 
Time Inc. owns the world's premier collection of publishing 
brands and information franchises. 

Tops in the Trade 
Variety and lnnov.ation 

A _\\'orld of Book.4l ond Oirecr Ma.rkt<tinc 
I99S De~t Se-llers 

With double-d•g1t earnings gro¥<th and innvvative product extensions in I ~'J4. 1 imc 
Inc.--already the preeminent magazine publisher in America and a leading direct 
marketer c f books. music and video--strengthened its position as a broad-based 
infonnatmn company. Thank$ to its array of creative resources, an existing 
infrastructure to develop and support multiple new products and ongoing cost 
management, rhe company expects conlmucd improvement in its profits. 

In 1994 Time Warner's Pubhshmg diVISion reponed an mcr«!asc of I 6% 111 EBITDA 
to 5430 million, from $372 rntllion in 1993. a record for contmmng operations. 
Contributing to thas excellent perfonnance was healthy growth m operating income 
by the company's major magazines. Emerging along wJth the rest of the industry from 
a protracted advenising slump, Time Jnc 's advcn1sing revenues remaincc..lmore t~~an 
double those of its c'osest competuor in magazine publishing 

------------ ---------------------------------------
Publishing- Financial Highlights 

(u ••liins) "" t 11J 

itUil\U$ ~J. 4JJ $3.270 

IBrTDil 4JO 370 



Tops in the Trade 

In 1994 Time lnc.'scollection of 24 leading gcnerul·intcrcst. regional and ht".:stylc 
magazines showed overall increases in both circulation and advenising revenue The 
company held the No. I or No.2 spot in most major ad categories, including 
automotive, computers a.nd toiletries:lcosmetics. At the same. time, the company's 
dependence on the cyclical advenising marketplace continues to declme (from about 
40% of total revenues a decade ago to about one-third today) through the growth of 
more stable revenue streams soch as circulation and direct marketing. 

Time Inc. 's Magazines 

Time 
Fortune 
Lite 
Sports lllustraced 

People 
oney 

Sports Illustrated For K1ds 
Entertainment Weekly 
In Sty.!e 
Southern Living 
Progressive Fdrmer 
Southern Accents 
Cooking LlghC 
P.ar~ntJ ng 
Bt!by Talk 
drtha Stewart Living 
Sun!oet 
Hedlth 
Hippocr•tes 
As.i•wee.t 
President 
Dancyu 
Who 
V.zbe 

The benefits of Time Inc.'s 1993 reorgani7.ation were evident in 1994 in solid 
performances by core franchises and numerous product ext,.nsions. 1ime, the world's 
leading newsmagazine, rem forced its posilaon as the preeminent news joumaJ in 
cyberspace by supplementing Ttme Onlme with lime Daily on· both Amet 1ca Online. 



and the company's new Pathfinder s1te on the lntemet. 

Sports 11/usrrared marked its 40th anniversary with spectal editions; a primetune TV 
special; expansion of targeted selective-edit projects like "NFL Plus," "Golf Plus.·' 
and special collector's editions; and the launch ofSITV. which produced regular 
segments for ABC's Wide World of Sporls. People, reaching JO million readers a 
week, celebrated .its 20th binhday with a Tccord-brcaking special anniversary issue 
and a highly rated TV speciaL and expanded its franchise with the success-ful launch 
of a monthly celebrity lifestyle magazine, In S~y/e. 

Money enhanced its position as the nation's leading personal finance p•tbhcallon by 
debutmg rapidly growing newsletters for retirees and 40 I ( k) plan panicipants 
Fortune, which received its second Nauonal agazlllC' \ward in 1994. had an 
exceptionally strung year, fueled by substanttal increases m adventsmg rc .. ·cnucs /,ife 
expanded its franchise with special single-subject issues, Rememherm}: Jaclae (later 
published as a book by Warner Books) and 11te Root.\' of Country. Impressive 
increases in guaranteed circulation were announced in 1994 by l:'nrerwmment Weekfl' 
(to 1.125 million), Parentmg (to I milhon) and Sports 11/u.'ilrated For Kul'i (to 
950,000), and in i 995 by Martha Stewart /.1vmx (to 1.2 null ion), the magal.mc's 
seventh rate-base· increase in four years. 

--------------~------------------1994 tJ.S. Maguint lndualry Rankin~ 

P E OPLl 
Spotta llhutut•d 
TV Guld• 
TIME 

•i!i4 tJ'4 Ad11•1f11mg 
fllnA lt111•nu11 

I 
2 
J .. 

t )11 . 1 ~n~llton 
tl&f 2 lrlllllon 
SH3 1 million 
131 I & moiiiOI'I 

Source Publishers lnformauon Bureau 

Although best lr.nown for us nauonalmagazmcs. Tunc Inc 1s also America's leadm~ 
regional magaz-ine publisher In 1994 Sun.~el. rhc No I Wc~tem U.S lifestyle 
magazine, increased 1ts readership to more than six million. Southem Progre!.s Corp. 
(~PC) enjoyed a record-breaking year, with revenues from e·.ch of its titles--SoU/hun 
L1vmg, Pm}:ft!Sl'IVe Farmf!r. Southern Accent:; and ( 'ookml.! l.l}:ht--reaching all-tune 
h1ghs. SPC's book publ"shing ann, Oxmoor House, also ach1eved record resuh-i and 
placed its first book on tbe New York Times be:,t-seller list, The Huhha Gump Shrrmp 
Co ( 'ookbook 

Tlr.e - LJ fe v Jdeo h.t.s t ·1 t • · succes5ful bu.sJ ne~s :nlirket: 1 ng c1 wute 



variety of video series. Nedrly five •illJon tdpe5 wer¢ 5old Jn 1994. 

Variety and Innovation 

Time Inc.'s journalistic expenise is an mvaluable resource for che com in~ 
"information superhighway," ev1dcnc in 1994 in numerous dJgitalmtcractlve 
publications in both CD-ROM and online formats. Building on the experience: of lime 
Online-the first nationat newsmagazm~ to be available intcracti\'el} and still the mo"l 
popular online magazine-the company launched /)tlll~fmda, tm lutc1nct site that 
prov1des text, photos. graphics. oud10 and v1deo from Ttmt•, ,\~,.,ort.'f 11/wilralt'J. 
A1uney, l)eople, Vtbe, l:'nterlatmnent Week~Y. ')un.H'I .• '-;outhan /.n·mg, Time Life, 
Warner Books. Little, Brown and other Tunc Warner div1s1ons 

Oy March 1995 Palhfinder was receiving more than lhrce nullion requests for 
material each week. Other online services. announced m 1994 were from Sp(Jrt.\' 
/1/u.'itrated, SJ For Kub, Pe()p/e. Forlulfe. Money. HlppocrCl/t'.'i and Emertammc.•nl 
Weekly, which also began the first review section in any weekly magazine covering 
multimedia. Finally, the cornpany is collahor c~ting with Time Wamcr Cable to ~.:r~ate 
The News Exchange. an interactive news-en-demand service for Time Wamer's Full 
Service Network. 

T1me Inc. h.t!r .. strong, v11ried pre!lenct• Jn the world of Jnrer.h·tJve 
multlmedi.t-fro~ CO-ROMs bdsed on the compdny'~ m•gdzlne$ to one of 
the .a5t-vj•Jtea •it•• on the Internet (rj9ht}. 

Jn Seplember Time Telepacrures r el¢vision, a collahoruuon het ween Time Jr . .:: .u1d 
Warner Bros .. launched /;X"/1t4-1'htt Hntr:rlamm~m Magazme, a SIX·tnncs·weekly 
cntenauunenr-news bmadcasr that is eamm~ the htghest ratings of any new 1994-95 
series in syndical ion. Time T elep1ctures also produced succc~ fit I ABC spcculls 
based on .\port.'i tllu.urawJ and People Monhtt Stewart L1vaug Tdevasaun saw 
contmued ralmgs and revenue growth for 1ts synd•cated series And Tune Inc. 



mnounccd rour Almd '"''' HtJ4h•, u nrw wccUv half hl\UI 'lj' 1\\h\.'l"t'tl Htnr.'" P"'"'tl\tn 
\o he h""c-d l\U l'mlt' Inc V cnhu t!\' "" ftld·wuuun~ llc·,llth mn~illll\t' 

A World of Books and Direct Marketing 

Time Inc's direct-marketing and book companies distributed 159 rn1llion units 
worldwtde in 1994, Time Lrfe had several million-plus sellers, includmg Wt•tKht 
Warc:herJ® Smart Chotec: Rectpe Col/ectwn from rime-Life Books, ,..,·oundt c~f th£' 
'70s from Time-Life Music and Predator.\· of the W1/J from Time-Life V1deo. 
Tunc-Life Otgrtal was created 10 produce multuncdia producb hased on Time Life's 
extensive source maten;~l, and Tim~-Life Medacal was fonned (with panner~ 
includmg fonneD•gttal was created to produce multune.c.ha pnlriucts based on Time 
Life's extensive source 

Book- of-the-Month Club's (HOM\) dramati. improvement wa~ drl\cn by iJ record 
year for Quality Paperback Book Club, which celc:b1ated its 20th anmvcrsary. and 
continued record performances by Ch1ldren's BOMC and llisrory Book Cluh In 
addition, BOMC"s international busmcss expanded into more than 40 countnes 

Book of-the-Month Club isn't JU5t best·sellers. AmerJcd'~ olcesc 
book club hdS d1versifJed into seven sepdrace clubs. 

1 ime Inc.'s trade publishing irnpnnts enjoyed a hanner year on the best-seller lists. 
Wamcr Books' The IJrtdges of Mad1.wn ( 'ounty by Rob(..rt Jamc~ Waller continued as 
the fiction phc..nomenon of the '90s. e~tc:nding us nm on the Nc.·w Yurlc limeJ 
hardcover best -seller list to 134 straight weeks as of March .S, llJ95 (with annrher 
boost expected th1s summer upon the release of Wamer Bro~ ' film staning Clint 
Eastwood -:nd Meryl Streep). Other successful Wamcr Book~ lilies mdudc..d Waller's 
Slow Waltz m Cedar Hend and James Redfield's The ( 'elesune /'mphec.y Lmle, 
Brown's trade division :published be·st-scllers like Allan folsom's 71u: /)ay 4fter 
Tomorrow and Ncl,on andcla•s/ .. ong Walk to /·reedom. 



TJme W•rn~r·~ tr•de pubJJsher~, Wdrner Books dnd LjttJe, Brow~, h•ve 
Lcen on a roll. Be.st·scJler:; Jn 1994 jncJuded James Pdtter:-on's J<jss 
the Girls, Nelson H•ndeld's Long Wdlt to rreedom dnd Jdmes 
Redl.leld's The Celest.lne Prophecy . 

1994 Best-Sellers 
Book-of-the-Month Club 

/Jeht of Honor, Tom Clancy 
Toni Morn son Set 

Time Life 

Sounds oj the '70J, Tune-L1fe Mu~1<.: 
Wc!lght Watc·h~rxK• ,\'mart ( 'hmn.> Re-.·1p4! ( 'oflectum. Tnnc•Ltfc Books 

Liule. Brown 

The /Jay Aftl!r Tomorro..-, Allan Folsom 
/,ong Walle to Freedom: The AutohWKrllf'hY of Nt!l.mn Mandela 

\V u rner Doolu 

(hardcover) The < 'elestme Prophecy. James Redfield 
(paperback) Pleadmg G111/~v. Scot! Turow 

Oxmoor House 

l ~~~ Huhha Gump ,\'hr~mp ( 'o. ( 'ook.hoolc 
.'louthern l.l"lllng f')9.J Annual Renp~.,, 

Sunset Books 

Starhut:h Pa.u1U1tjor ( "o(/c:e 
Sun.HN NecJ~ Annual /99./ 
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Warner Music Group is the worlt/'5· 1nost tliversifietl, vertically 
integrated and profitable 1nusic company. 

Around the Globe and .Annl'~ tht~ ~tree! 

The P. oduer is Talenr 
Warner Mu&jc Group 
t·w Voires, New Mnrkct 

Warner Music Group (WMG) achteved its eleventh consccuuvc yc<tr of record 
ElliTDA in 1994. posting a 12% increhe. to $720 millwn from SM3 rmllion in 1993. 
with double-digit growth in domcsti' and i1nternational recorded-music sales, 
worldwide music-publishing and direct-marketing reve11ucs Warner Mustc Group's 
multi-national family oflabcls boasts a roster of anists rangmg from Green Day lo 

Amta Baker, from Japan's Mariya -a·akeuchi to Stone Temple Pilot.; 

WMG also includes Warner/Chappell, the largest music pubh->hcr tn the world; half 
ownership of Columbia House, the world's largest music and vtdco club; and peerless 
manufacturing facilities and distribution networks. which it is le\'eraging to establish 
itself tn such growing entenainment businesses as home video, audiobooks and 
interactive multimedia. 

JVI usic - Financial Highlights 

(II ••lliiU) 11'14 I HJ 

itUD.IItl SJ, ne $3,33<' 

EBJT DA ? 20 6113 

Around the Globe and Across the Street 

Wllh more than 57% of 1ts recorded-music revenues commg fr<>m non-U.S. markets, 
Warner Music Group is Time Warner's most global d, .iston, conducting business m 
more than 65 countri~s. The oversea.; affiliates of Wamer Music International {WMI) 
are full·servict" indigenous muss~; companies Dual marketing operatiuns aroun!i the 



world enable these companies to bUJid the carec• s of their local anists, while also 
expanding sales for the Music Group's U.S. and transnaiiPnal superstars 

Jn 1994 WMI expanded its reach by establishing Warner Music 'I'haii<md and 
acquiring leading Thai mdependcnt labels D-Day Entenainment :.nd Muser Music; 
acquiring NYC Ar1s cla~sical-video company in the U.K.; fonnjng an intcmational 
marJ..eting alliance with leading U.K. independent Chinn Records: creating Warner 
Music Benelux (combining afliliates in the Netherlands and Belgium); and expanding 
and extending the company's worldwide recording and publishing agreements with 
intenational superstar Phil Collins WMI anists won more than 70 intcnmuonul 
awards, including laurels for Sally Ych. (Jilherto <liland Kronos Quanet. WMI's 
best· selling intc'TiationaJ antsts included Mexico's Luis Miguel, Gennany's 
Waternhagen and Italy's Laura Pausini. 

o, ... ,..1 W.trner HllSl c Group boCJst::s df' 

unsurpassed tdlent rost~r, repr~~enting every genre dnd styl~ ot 
music from around the world 

The Product Is 'falcnt 

MusH.:al .. rusts from Wamer Bros. Elektra. t\rlanla~ i.uld 1hcu· aHiliatcd labc:l~ 
enjoyed ex4.;ep11onal chan sw..:ccss m 1994. The creat1ve vitahty of Wamer Music 
U S. was ev1denced by the fact that a quarter of the tlllc~ on 811/hoards chan of the 
top·200·selling albums for the year were from its an1sts. Warner Music U.S anists 
also received 76 nominations for lhc 1995 Grammy Awards, including three out of 
five nominations for Album ofthe Year. Bc!st-sclling albums came from establi~hcd 
superstars such as Anita Baker. Eric Clapton, R. E.M • John Michael Montgomery, 
Madonrna. Stone T em pie Pilots and Keith Sweat, and from such major new talcnls as 



Green Day, Candlcbox and AII-4-0ne 

The Music Group's stabilily is anchored by the breadth of its ro-.tcr, ~·ith 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 from its lop-five-selling arti~t~. and by a 
rich catalog of older product. 

Enhancing W~G's strength m the mustc marketplace in I 99•1 were new lnhcl 
associations with country-music powerhouse Curb ltccords. Bruam's blues label 
Code Blue and the highlv respected ahcmauve rock labd Sub Pop Wamer/Chappcll 
became a leading creator of sheet mustc with the acquisuwn of CJ>P/Bclwin, was 
named AS(' AP Publisher of the Year and BMI Pop Musil.': Puhl:shcr of the Year, and 
expanded its catalog to more than a million copyrig.hts, through agreements with 
leading songwrit·ers like Alan Jackson 

The gathcnng-together of the usac <.rroup's domestic laheJ, to fi1nn Wosmcr Mustc: 
U.S. lf1 1994 put in place a new generataon of lcader~htp lo carry the company's U. 'i. 
recorded- music operations into the nc~t century Wamcr Mu~i'" U.S.'s leadership and 
all majur label heads ar..: executive!\ promoted from wtthm I he 'ump11ny. 
demonstrating the Group's depth of management talent. 

--- --- -~--

Warner Music Group 
Mt1Jt" l.~tbel<t I 91J-I Mnjt~r Ht-1~11.\t \ I 9'1.f .'Hujor Hc•lc•ll\t'.\ 

Warner Bros. Records 
Warner flrus. Da\1d UaH DavicJ Ball 
Reprtse Candlcbol( n~uy 

G1am Eric Claplon Enya 
Mavt'rld Coolio l·ourplay 
{.Jwst Jeff foxwonhy I· dith Hill 
Warnt-r Bros.!Str~ Green Da)" Chris Isaak 
Wuma Na..thw/1~ huh Htll ~ d lan~ 
Warner!Repnow Home Lillie Texas L•ttlc Texa'i 
l'u.ho Madonna Minist y 
Amertcan Re,·orc.lmf:.\ Tom Petty Purno For Pyros 
SJa.,h Prine~ Prince 
l'omnry Roy R E M RccJ Hot Chdll Peppers 

Seal Rod Stc:~an 
Travts Tritt Travi!i> Tnlt 
Neil Young Van llalt·n 

rhr t\tlaanlic Groua, 
At/anttc AJI-4 One Ali-4-0ne 

'"'~'lCOfW Ton Amos Buy H.,wuy 
Hhmo Black street Jus,. Carreras 
/1me Warner Brandy Clann:!ll 

A uc.lwHoob Chan~ms hces Collective Soul 



A rlantic Clas.m:s 
A ltall/~e Naslmlle 
Beggars Banqru:l 
81g Beat 
Celt1c Heartbeat 
('urb 

/.ova 

Mammoth 

Marador 

Me\lll Rluemoon 

J.JJ 
1.4.(; 

Elektra 
Entertainment Group 
J<:l~klra 

1-AstWesl 

:hyJum 

f;Jdtra!Sire 

Warner Music 
International 
WEA. 
f:.OSr Wt'sl 
li!IJe,: 
F.ra/0 
NOIWSlJ(.'h 

Fmlaudta 
("(if) 

< 'arrt'rt: 
IJRO 
Wf:.A l..atma 
!'WI. 
ZIT 
rooATI 
Magneo1011 
liFO 

Collective Soul 
Confederate Railroad 

Hootie & The Blowfish 
Jerkie Boys 

Tracy Lawrence 
Gerald Leven 
Neal McCoy 

John 
Michael Montgomery 

Nine Inch Nails 
Jimmy Page & Roben 

Plant 
Panter a 

L1z Phair 
Stone Temple P1lots 

The 1 Tenors in Cl ,cen 
1994 

Anita Baker 
Natalie Cole 

Gershwin The Putno 
Rolls 

u1psy Kings 
Metallica 

MOlley Crue 
Keith Sweat 

Dawn Upshaw 

Ph1l Collins 
Enya 

Inner Circle 
Andy lau 

Leandro & Leonardu 
Noriyuki Makihara 

Mana 
Lurecna McKennitt 

Luis Miguel 
Jimmy Na1l 

Laura Pausm1 
Pretenders 
Chris Rea 

Seal 
M<111ya I ctlr..CtKMI 

Michael Crawford 
Encom1um A Tribute to Led Zeppelin 

l-"nur Seasons 
Juliana II at field 

lntro 
Belle Midlcr 

M1ke & The Mechanics 

John Michael Montgomery 

Primll'i 

Rush 

Sa./'il"f Bwwn 
Sl.1d Row 

Pelt' Towmhcnd 

ACIDC 
Bjork 

·1 he Jhccdcrs 

The Cure 
En Vogue 

lni Karno;rc 
Metalli.:J 

Natalie Merchant 
Pl11sh 

Linda Ronstadt 
S1ik 

S1mply Red 
!<;.cnh Sv. eat 

·1 he Bclovc•4 

Miguel Bm.e 
Jose Carreras 

Enya 
Gilbeno Gil 
Phillip (ila~) 

Hcnryk Gorecki 
The Human League 

Colin James 
Jorge Brn Jo, 

Kulcha 
Kronos Quanet 

Mana 
Lu1s M•guel 

Mandy Palmkm 



Fazer 

Telegram 
Cot~li~IIIDI 

The l Tenors m Cone en 
1994 

Western hagen 

Steve Keach 

Scorpions 
Simply Red 

J>atrick Stewart/Kent Nasano, Olleta 
Orchecna of Lyon 

Maxim Vengerov/('Jaudio Abbado 
Sally Yeh 

WMG continued the growth of its classical-music operations in 1994, highlighted by the 
remarkable worldwide success of Th.: J /~t~or.'i m ( 'tHt .. ·l!rt 1994. released intcrnauonallv by 

Teldec and in the U S by Atlantic The release was Warner Music Group's top-sellinH title in 
1994. Early in 1995 Atlantic Classics US was formed, under The Atlantic Group, to market 
classical releases in the U S At the same time, the Nonc-!louch la~lel, wuh !!oUCh ana~ts. as Phahp 
Glass. Hcnryk G6r~o.cki, Kronos Quam:t, Dawn Upshaw and D~m Byron, was incorporated intn 
Warner Cla~sics lnternallonal -

New Voices, New Markets 

tn 1~94 A•Vllll\.'ll tnt~ll.aUlft'lt'h' •~tqf'll ,,~ lhf' l't..>mln.,rt h•'mt• vtdeo 
lAb« l U\ th\t fltl"'ttllla ~·t•Qoty (e.Q., 81/n~ of Srl"Pl) .tnd ,\ l~ad~r- ln 
,·tuldr•h~l Vl.deo, 1.1\ClUdlnQ SUCh hlt.5 ol:S lh., l'fttgJC Sc;hooJ BUS 

!@Cl.e.s. In January 199~ A•Vt:tlon w,l:, tcname.J Wctrner-Vl!JlOn 
Entt!talnment and 15 now d !ull-!ledqed diV1.5lOn or Wdr-ner MUSlC 
U.S. T1m~ Wttnet Aud1oBook:s, a cro.ss-dlV1.510nal venture b~tween The 
Atlantlc Group, Warner Books, Little, ~rown and other publlshers, 
expanded raptdly 1n 1994 and earned two Grammy nomtnations ln lts 
first !ull year of operation. 

Succes5ful new vencures WarnerVisJon and TJme Warner Audlollooks (a 



joint effort ~mong The Atlantic Group, Wdrner Books, Ljttle, Br~wn 
and other publl$hers) hdve given Warner Music Group c1 $trong 
aarketpl•ce preaence in home video and •ud1obooks. 

Warner Music Group, movinq aggressively into the qrowinq interact1ve 
multimedia marketplace, provides the inrr4structurft throuC:~~h wtllch 
all CD-ROH titles ._,ubltshed by WMG companlf'lll, a:~ w.-11 as those from 
Warner Bros., Time Life, HBO and Time Narner Interactive, will be 
manufactured and distributed. In 1994 wholly owned WarnerActive was 
established to act as a publisher of interactive titles. WHG also 
acquired a minority interf'lst in Accolade; formed Inscdpc, d 
multimedia joint venture with HBO; and struck soft ~a:·e development 
deals with leadinq rO-ROM creators HyperBole Stud1os and Irndqtnatlon 
Pilots. to secure a steady tlow o! CD-ROM tltles. ln the U.K., 
Ren~-gade was acquired and became the baslS ror Warner MUSlC 
lnteraetive Entertainment, to puhlish CD-ROM t1tles 1n lnternational 
markets. 

Warner Mu$ic Group's djrect-markecing ventures-jncluding magazjne/CD 
services coverjng everythJng from cl•s~jc•l music to country, jazz, 
rock, r•p •nd alcernative-grew rapJdly Jn l994. 

Wa~ner Music Group's direct-marketlng bus~ness continued to qrow in 
1994. Time warner Enterprises Ltd. 1 based in London, launchrd 
marketing activities in 12 European countr1es. In th~ U.S., Hus1r 
Sound Exchange, a joint venture with Sony software, doubled its 
revenue~ (rom lhe 5ale of mus1c and relateo product through catalogs 
and stamp sheets. The success of the classical-muslc maq-az1ne/CD 
subscrlption serv1ce BBC Music, launched in 1993, has led to the 
creation of parallel serv1ces ror country music (New Count:-y); rock, 
rap and alternative (huHJ; and ja~z (Jdzzjz). A maga:ine/CD servire 
!ot children, created in collaboration Wlth Chlldren's BLoadcast 
Corp. and based on its successful nationdl.y syndicated radio 
network, Radi~ Aahs, debuted in february 1995. 

WHG entered the CD - ROM mar~etplace dggre&$JVely Jn 1994, m~kJng 



equjty jnve.stments jn such .~oftware publishers c~s Accolade, one of 
the l•rge5t privately held qaMe companies jn the U.S. 

-------------------------------------
The 24-hour, German-language mu~ic-vldeo channPl VIVA, estdbllshed 
in Dece:nber 1993 as a partnership among Warner Hus.1.c r.roup, !-lony, 
EHI, Polygram and ll German radio executive, sub.!ltantially ~urp~t8~.-d 
its revenue and viewership proJections in it~ r1r~t lull year of 
operation and is serving a~t ,, modal lor fuluH• services elsewhere. 
In January 199~ W.!!rner Hu:osic Group, Sony P1ctures, t:MI and 
Bertels-mann Music Group acquired from Star-TV, an affiliate of News 
Corp., a 50% interest in Channel (V}, wh1ch operates English- and 
Mandarin-language, 24-hour music-video television services reaching 
220 mill1on people in Asia. 

In addition, WM~ made investments in Digital Ca~le Radio Assocjdtes, 
a digital music sub9crip- Llon service in the u.s., mark .. t.-d d~ 
Music Choice, and an affiliated company, Musir Choice Europe. 
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Wl1rner Bros. is the! world's foremost protlucer and diJtributor. 
of movies, TV prog,ramming anti home video. 

Movies and More 
1994 Film Highlights 
.No.I on Television 

Around the World, Into che Future 
1994/1995 Broadcast Season Primetime Programs 

Time Warner Entenainment's Filmed Entenainment divic;ion had a record year an 
1994, including Warner Aros.' twelfth straight year of record EBITDA (excluding the 
pre-acquisition results of Lorianar) and a record performance by Six Flag!), America's 
leading regional theme· park company 

Time Warner's Filmed Emenauunenl division achieve<~ EBITDA in I 99-1 of $565 
milhon, up from $549 m&lhon in I 993. 

Filmed Entertainment- Financial Highlights 

B.OH $4,56S 

tBITDA 



Movies and More 

For an unparalleled twelfth consecutive year, Wamer Bros. was among the top-three 
film studios in domestic box.-office share in 1994. with such hits as Ace Ventura: l'el 
Detective. Maverick, The Client. Na111ral Horn Ktller.\·. 1he .'i'pecwlut. lnter\.'lew W11h 
the Vamptre, Rtchie /?;ch and Dl.'ic.·lo.mre. 

In the past six years, the Studio has had 12 films with domc!\tll.: ~msses of more than 
$ J 00 million each, far more thu.n its n~arcst competitor. Wama Hros.' consistency 
has been achieved through continuing creative relationships with such stars and 
filmmakers as Kevin Costner, Michael Crichton, R1chard Donner. Clmt Eastwood, 
Mel Gibson. Barry Levinson. Alan Pakula. Steven Scagal, Joel Silver. Sylvester 
Stallone, Amon Milchan's New Regency and Jim Robinson's Morgan Creek. 
generating a steady stream of the best creati\ ~ product that should continue far imo 
the future. lntemational theatncal revenues in 1994 were the second highest 111 the 
Studio's history, and Wamer Bros entered into il precedent-setting agreement to 
distribute 'films in the People's Republic of China. 

Wamer Bros. last year announced the creation of a new div1sion to develop anunated 
theatrical features. which will release its 'first film in 1997. With this initiAtive, 
Warner Bros. expects to bnng to the feature animation market the same quality and 
success tt currently enJoys in every other area of family programming. It is expected 
that Warner Bros.' animated features will generate significant addition~} rrvcnuc from 
both home video and consumer products 

Warner lJros Worldw1de Con~umer Products' Stud1o Stores division contmucd liS 

remarkable expansaon in l994, addmg 46 oullets in the U.S. and five overseas. 
includin6 Oagship stores in London. Glasgow and Berlin. Substantially exceeding 
mall sales averag~s for retailers. Wamcr Bros. Studio Stores now number Ill 
worldwide, with plans to add between 20 and 25 store~ m 199~. The division als1' 
announced plans to expand into Asia through franclusc partnerships. tcamm~-t w1th a 
major retaalcr in each country 1t enters Openings tim year arc •.luted for llo.1g Kong 
and Singapore. with Japan h~ follow m 1996 



W.arner Home V.ldeo .-chieved record worlaw.1.de rev('tWt-5 in 1994 WI rt1 
5uch h.lts as Don Bluth's Thumbelina, Ace V~ntur.t: Pt-t P~tf'lct.Jvc .tnd 
The Fugj ti ve. 

Warner Bros. Worldwide Consumer Products l.ic:cn~inM :u:hacvcd more than $2 
billion of retail sales worldwide m I 9')4 New ventures mdudcd agreements with 
·1 <'~Shiba to develop "Looney Tunes Tronacs" stereo products and wtlh Premiere 
Cruise Lines, pulling Warner Bros characters on board. The divisaon also launched 
the touring Wa.r-ncr IJro:-. Family Entertainment on Ice program. Acme Design and 
Development is a new unit whose premier toy designers will dcvdop products from 
Warner Bros. lilm, televasion and anunation properties 

The Studio's unique hLraries contain more than 3,000 feature ~ilms and more than 
2 5,000 televis1on episodes, includang approximately J,SOO auimated cartoons h owns 
the nghts to classic Looney Tunes characters such as Bugs Bunny, Daffy Duck. 
Tweety Bird and Tazmaman Devtll who ce' ;brated Ius 40th harthday Ill 1994 wtth a 
maJor promotion). as well as DC Comics charactc:s sud1 as Supennan, BallliJI: ~nd 

Wonder Woman. OC has succ.-..,~fully grown sales by expanding it~ hncs of 
ground-break-ing illustrated novds, developmg narrative innovations such as 1994's 
"Zero Hour" multi-tide series and launching DC Comics Online, moving comics imo 
the emerging world of new media. 

Wdrner 8ro.s.' hit 1994 relea.ses JnCluded Nttturd1 Born Ki.ller.!l, Ac(' 
Ventura: Pet DetectJve, dVerick, Rlchie RJch, The Specldlist, dnd 

Interv.lew With the VampJre (below). 

1994 Film Highlights 
:\cf' Ventuu: Pel l>errcrive 
Par.:Tom Shadyac 
Jim Carrey 



Maverick 
Dir.:Richard Donner 
el Gibson 
Jodje Foster 
James Gamer 

Wyatr Earp 
Dir.:L.wrence Kasdan 
Kevin Costner 
Dennib Quaid 
Gene Ha~kman 
Isabella Rossell ini 

The Client 
Dir.:Joel Schumacher 
Susan Sarandon 
Tommy Lee Jones 
Brad Renfro 

Natural Uorn k.illt'rS 
Oir.:Oiiver Stmle 
Woody Harrelson 
Juliette Lewis 
Rober1 Downey Jr. 
Tommy Lee Jones 

The Specialist 



Oir.: Luis Llosa 
Sylvester Sta1tone 
Sharon Stone 

Interview With the Vampire 
Dir :Neil Jordan 
Tom Cruise 
Brad Pitt 
Kirstin Dunst 
Antonio Banderas 
Christian Slater 
Stephen Rea 

Disclosurr 
ir Barry Levmso 

chael Douglas 
emi Moore 
onald Sutherland 

ichie Rirh 
Dir Donald Petri 

acaulay Culkin 
ohn larroquette 

1995 Major Releases 
ys On lhe Side 

ir. He~n Ross 
hoopi Goldberg 
-Louise Parker 

ufbrrak 
ir Wolfgang Petersen 
ustin Hoffmann 
ene Russo 
onald Sutherland 

Batman Forever 
ir Joel S<;;humacher 

im Carrey 
icole Kidman 
hris O'Donnell 

Free Willy 2: Thr Ad"rnture Hom 
ir Dwight Little 

ason James R.ichtt:r 

opycats 
ir Jon Arnie! 

Sigourney Weaver 
oily Hunter 

usl Cau!l~ 
ir Arne Glimcher 

Sean Connery 
urence J-ishburne 

ate Capshaw 
lair Underwond 

hr Dr idgt' or adison County 
ir Clint East wood 
lint Eastwood 
ryl Streep 

llndrr Sitg~ 2: Oark Ttl r-itory 
ir Geoff Murphy 

Steven Seagal 
ric Bogosian 

~a~r~CQo~n~n~ic~k~~Jr~------------~~~~~----~ - ----~ 
ss~tnina cr Vtntura: P~l llrltclin II 

Dir R1chard Donner )ir Tom OeCherchio 
Syl\-ester Stallone 



Sylvester Stallone 
Antonio Bandcras 
Hue 
Dir.:Michael M.an.1 
Al F)acino 
Robert De Niro 
Val Kilmer 

Jim Carrey 

Grumpier Old Mtn 
Dir Howard Deutch 
Jack Lemmon 
Waller Matlhau 
Ann-Margre.t 

No.I ·on Television 

Warner Bros. Television continued to supply more primctime telc:vl!'ion pru~rams 
rhan any other company. mcluding the 1994-9~ season's No 1-ratl!d new series and 
new drama, 1-.'R (the: highest·r~ucd drama in more than five year~. with the 
highest-rated single eptsode in two years). and the breakout hit Fnt•ml\· (th~ No.I new 
comedy series). At year-end Wamer Bros. Tc:.:vision had 15 highly rated primetimc 
series on the air, inciudin~ such \ongtime favontes as the muhap\e-award-winni11g 
}vfurphy Brown, as well as S1s/ers .. \'tep By Step. Famtly Maua.\· and Full 1/ou.\·t:. 

Warner Bros. Television ' s Friends is the No.1 new comedy in tht.~ 

1994-9' primetime ~e••on. 

Warner Bros. Animauon contmues to dommatc ~hildrcn's televiSIOn programmm~ 
w1th .\'Ieven SpJelherJ,: Presents Ammamac.\·, Tuz.Mama. Tmy Toon Advent. ·re.~· and 
The Adventures of Batman & Robtn. For the 1995-96 broadcast scasnn. Warner Bros ' 
new The WB Television NC'twork hali ordered O\!W epiL>des of the Peabody 
Award-winning Animaniacs, as well as three new comedy series . • \'te~·en .~'ptdherg 

Pre.,·ent.s Freak-azoui' Pmkv & tht· l~rom (fuvonh.· . -
characters from Ammumacs) and 1he Sylvf!.\IU & /'weety MyJI.:rte.\' {the first all-new 
"Sylvester & Tweery" episodes produced in more than three decades). 



Warner Br~s. Domestic Television D•-;rribution is one of the industry's leadmg 
distributors of first-run and off-network syndicated programming in the dom~stic 
marketplace. Its hits mclude the third·highesHated talk show. Jenny Jont'.'i; the new. 
stx-times weekly emenauunent magazine./~~nRA-7Ju· 1:ntalammt•nt Mas:a:me (a 
joint effon of Wamer Bros . and Tune Inc.)~ au .... w~ ud·-,,..:twork hits F'amrly alter.~ 
and /'he Fresh Prince of Bei-A1r. 

EXTRA:The Entertetinmenr: Mdqazine, ..,roducecJ by TJme TelepJctures 
TelevJ.s.ion fa joint effort of Wdrner Bros. dnd T1me Inc.), js t.'Je 

top new series in syndjcaCJon, 

Warner Bros debuted telcvtsilm's "fifth" network on January 11, I ()95. rcachtng 
about 80% of U.S houset.olds. The WB Television Network's uullal. Wcdncs· 
day-night lineup features four di\>crse comedies designed to appeal to the 12-34 age 
group, highly desirable to advenisers. In August 1995 The WB, as it is called, will 
add a second primecime night and. in September 1995, will unveil its exciting new 
children's programming service. Kids' WB will feature six half-hours on Saturday 
mornings and two half-hour morning series on weekdays. 

Around the WorJd, Into the Future 

More than 37% of Warner Bros.' revenues comes from outside the US. Operating in 
_,9 countries, more than any other video company. Wamer tiome \'tdeo ir 199_, 
achieved record worldwide revenues of $1 .5 billion. up 21% over 1993 Successful 
titles re1e .. sed in I 994 included The Fuglln•c, Ace Ventura Pelf)etecuve and /Jon 
Bluth's Thumhelma 

In January 1995 Warner Home V1deo and Tune Warner Entenainment panner 
Tosh1ba mtruduced a technological breakthrough that 1s expe~ted to prov1de a major 
boost to the already booming home "'ideo sell-throu~th busine ... .-. the d1gital vtdeo d1s~. 
or DVD. The "I oshiba!Wamcr Home Vtdeo DVD. wuh 1.5 tunes thl.! storage cap.tcuy 
of aud1o CDs ur C'D·ROMs, won the endorsement of many of the major consumer 
dcctromcs and film companies DVD players and d1scs are expec1ed to be available 
m the near future. 

Warner Bros. International Tclcvaston D1~tribution is the world's largest distributor of 



programming. It licenses feature filrns and television programs in more than 160 
countries. WBITD will expand its global presence in television with the creation of a 
variety of thematic or general entertainment programming services, in both mature 
and emeq~ing broadcast markets around the world. WBTV-The Warner Channel, a 
24-hour, family-oriented scn,ice for Latin America that will launch tn the spring of 
1995, is Wamcr Bros.' firc;t cable satellite-delivered entertainment channel created 
ex.clusively for tbe international marketplace. 

Grand o,penings: In 1994 Warner Bros. S tudio Store s op e ned f lagshlp 
outlets overseas jn London (right}, Berlin and Glasgow. And in 1995 

t~e company l•unched The Wb TelevjsJon Network . --- --- - ----------

The company began conslructwn m J99.J of Warner Hros. Mm·u• Worlcl. a regwnol 
the1me po'k and !iludio comple.t to dehutm /Y96 111 the Nhme Uuhr rcgwn tJf 
Germany. modeled on lhe succe.uful Wamc'r /Jrm·. twu• World m Hrt,h.me, 
Auslraiia. AI the end of JVCJ.J. Warner Hro.\·. lnternormnul lhr!atreJ operated or hod 
un mteresl m 36 mulllp/e:ces. consutmg of29J sueem 111 stx cmmtnes, mc:ludmg thL· 
U.K.. Germany and Japan-wuh /en addwonol mulllple.rr!.\' (HI \'Crt•en.tt) plunnedfor 
/995. 

1994/1995 Broadcast Season Primetime 
Programs 
Wt~rller BrtJs Televi,·ion 
FU 
Fuml/y Mullas 
Fru.mds 
Full HouJ·e 
1ne George Car/m ,\'ho~· 

The Great Defender• • 
ffangm' wtlh Mr. ( 'ooper 
Hope & Glona • • 
Kung Fu: 1he LAgend ( ·onunue.r 
L1vmg Smgle 



Lou & Clark: /'he New· AJ,•enture.'i of Superman 
ed1cme Ball .. 
urphy Brown 
On Our Own 
The Puren1 'Hood• 
Pomtman• 
S1s1ers 
.\'cJmethmg Wilder 
,O..,'tep by Step 
Under Susp1cwn 
!'he Woyans Bros. • 

Witt-Thomtu Prot/uctitm.{ 
Daddy's G11/s 
Thf1 John Larroqueue Show 
u.\·cte• 
The Office • • 

The WB Television Networli. 
w·c/e• (see also Will· Thomas l'roducllons) 
The Parenl 'Hood• (see af.w WBTV) 
Unhappily Ever After• 
The Wayan.:- Bros. • {.fee al.w WHTV) 

Warner Rrtll'. /JtJme.flic Puy-TV, Cable and Ndw(}rlc Ftalure.,· /)i\'lributitm 
Lrve From the House of B/ueJ 

•1995 debut 
• •March 1995 debut 
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Six Flags Theme Pflrks .soared to 11ew heights;, fillni(v 
elltertainmellt. 

A Dusine~s for the '90s More Than Thrills 

Six Flags Theme Parks, with more than 21 mallion visitors and annual re\enues of 
more than $500 million. is the largest regional theme-park company in the world and 
the No. 2 theme-park company overall. It is both a strong cash-flow business in its 

' -
own right and u unique family-oriented venue to market and merchunrlisc Time 
W~s many familiar brand names and franchises. 

----------------·-------- --- - - - - --
Every ye.Ar Sj x l'l•g~ j :t chosen b;· more .tnrl mot eo Amr>r J ccJns as the 
pl•ce tor t•m1ly tun. The company's seven parks-wjthJn d day's drJve 
ot 851 ot the u.s. popu~~cion~are be1ng upgraded const•ntly wjth 
improveG theming and popul•r r.ew rides l1ke VJper ac SJ~ Flags Mag1c 
M'ountaJn 1n Lo:s AngeJe6. 

Since Six. Flags' managcmcut was taken ·over by Time Wamcr 111 1992, it has 
registered its best years ever. wtth re ... ord EBfTD,\ cornmg from lu(lher attendance. 
higher revenues per vasitor and p.reatcr m-park spcndmg The company's natannal 
comparat i\ c-mar~eting stralegy has succeedeJ an crcatmK a two-compan}' category 
and has signi~cantly mcreased the public's unaaded awareness of the Six Flags brand 
(from 3 7% in 199? to 60% in 1994 ). 



Sv< f'lags h.1s dd~~d n.~w r1des 
chroughouc its pdrks. Popular dCtrdCtJons Jnclude SIK tldgs WJld 
Sa f a r J Anlmal Park (New Jersey); Viper t~alitornJa); YvsemJte Sam 
Sierrct ralls (Cc!lifornJa); Vlrt:ual-reali ty t 1 ;.ghr. -s.lntular.or Space 
Shutele Amenca (Chic.Jgo}; NillJ.i (Atlanta),· and Batmdn Spectacular 
Laser' tJreworks Show (Atlanta). 

A Business for the '90s 

A5 many predicted. lamily entenamment has emerged as a key i_lrowth se··h,, in chc 
economy of the '90s. In addallon. the trend toward more frequent. closer· to-home 
vacations has also been growing_ Six Flags--with seven regional theme parks in such 
major markets as New York, Chicago and Los Angeles--is uniquely posuwncd to 
benefit from these key trends Fully 85% of the US populatiOn IS w11hm a day's dnve 
of a S1x Flags park 

Theming m each park's fantasy areas has been contmually enhanced and c.:xpandcd hy 
Six Flags' access to the vast array of Time Warner propenics. Batman The Ride, the: 
world's l>rst invened, outside looping thrill ride-already at Six Flags Great Amenca m 
Chicago and Six flags Grear Adventure in New Jersey. bc-rween New York City and 
Philadelphia-opened at Six Flags Magic Mountain in Los Anseles 111 1994 and will 
debut at Six F'lags 0ver id-America in St. Louis in I ?95 

Also in 1995 the new Butman Forever Stunt Show will premiere at Six Flags Magic 
Mountain and Six Flags Great Adventure. to coincide with the release of the Warner 
Bros. Phn. S1x Flags also continued its pallicipation in rhe Spons Illustrated Srons 
Festival, the world's largest traveling sporu fesuval. in 1994 

Excitmg new rides and attractions are continually b~intz, introd.,ced Two new 
virtual-reality flight simulators-Space Shurtlc t\mer1ca: The Next Century. at S1" 
Fl~gs Great Ameraca, and The Raght Stuff: Mach I Adventure at S1x. Flags Great 



Adventure-debuted in 1994. AJso premiering were such Time Wamer tic-ins as the 
Police Academy Stunt Show, the Warner Music Rock Revue, the Oenrus the Menace 
Screen Test and the Robin Hood Stunt Show, as well as enhanced rhcmins and 
addationaJ rides in the parkst areas for younger guests, Bugs Bunny LanJ. And this 
summer, the company will open Six Flags Hurricane Harbor. a 22-acre 14-attraction, 
therned water park, adjacent to Six Flags Magic Mountain. The re§ulting Six ~lags 
California complex will be the f>rst multi-sated entertainment location in the state. 
The company plans to continue leveraging its resources and expertase to create 

additional multi-gated destinations around 
theme parks. 

1ts existing 

Expanded use of properties like WdrnPr Bro~.' Looney Tunes 
ch.ar.?Jcters l'l<~ve enhanced SiJC f'lags • .app#"a 1 and expo.•wr~ {or TJmf> 

Warner'5 brands. 

More than Thrills 

Six Flags' sponsorship sales rea~hed new heights tn 1994. includang blue-chap 
companies like Coca-Cola, MCI. Chevrolet and Kodak New fantasy-thcmed concept 
stores and restaurants debuted, such as the Looney Tunes Shoppc at S1x Flag!! Grear 
Adventure and the new Mooseburser Lodge rcstauranl Ill l hgh 'iicrra Territory al Six 
flags Magic Mountain. 

Six Flaes Theme Parks 

Si1 FIA£5 Calirorni•: 
S'" Flags Magi<- Mountain 
Six Flags Hurricane Harbor 
Los Angeles, California 



Six lo1ags Over Georgia 
Atlanta, Georgia 

Si1 Flags Greal Amtrica 
Chacago, Illinois 

Si:a Flaas Over Mid-America 
St Louis, Missouri 

Six Fla&s Great Ad'-·eniure 
and Six Flags Wild Saf..-i 
Animal Park 
Jackson, New Jersey 

Six Flag,s Over Teus 
Dallas/Ft Worth, Texas 

Six .-lacs llousaon: 
Six fhgs AstroWorld 
Six Flags WaterWorid 
Houston. Texas 
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With quality programming. innovative marketing and a 
revitalized pay-television environment, !lome Bo:x (Jjfice hit 
double-digit growth. 

The Leader in Premium Progr•mming 
New Pathways .and Consumer Value 

Growth Through Diversification 
Goin.e: Global 

1994 HBO Hi&hlight~ 

Home Box Oflice achieved robust 12% EBITDA growth in 1994. to $257 mill1on 
from $230 million in 1993, thanks to the ongoing strength of &ts core pay-TV 
businesses, far-reaching marketing campaigns. successful new ventures and a 
renewed pay-television environment HBO and Cincmax added 2 3 million 
subscribers for a total of 27 million-the largest expansion of the company's suhscribcr 
base since the pre-VCR era of 1983. Contribut ing were gains from cable, 
darect-to-home satellite. wireless and the lodging •ndustl) The company also 
contmued its acuve expansion into intema:t1omd m;Irkctplaccs I 

HHO-Programming - Financial Highlights 

it"QIUS $1.Sl3 s 1,441 

£BITDA 2S7 HD 



The Leader in Premium Programming 

i 100 is the most-watched non-broadcast network. and it regularly outdraws the 
h;oadcast networks' primetime lineups in HRO homes (where HBO's promise of a 
llt~W movie every Saturday night made it the top-rated network on Saturday ru!lllts for 
the fourth straight year). IIBO has established itself as the industry leader in 
award-winning original programmin~·recognized in 1994 by 15 Emmy Awards. two 
Peabody Awnrds and an Academy Award for the documentary I Am a/'rom/.'i(' (its 
founh documental)' Oscar in the .past five years) In January 1995 II BO received four 
Golden Globe Awards (more than any of the broadcast networks) and 23 CableACE 
Awards for 1994 programs (more than the next three networks combmed). HBO 
received 230 honors and awards m 1994 for its pro-gramming, advc111smg. 
promotions and marketing excellence. 

Among HBO's provocative and critically accl?;rned 1994 original films were /Jw 
Burning Season, State of Emergency. While Mile anc1 Wuch Hunt. I fRO's probinl( 
documentaries, such as Gang War · Bongm' m Lmle Rock, also won numerous 
awards and produced in-creasingly :,trong ratings. The ..:ompany continued to create a 
varied slate of family programming. presenting 218 family·orientc:d shows in 1994. 
Many featured important socaal themes and messages. such as Gmng. Citnng. Almo.u 
Gone.' Ammall· m /Jangu. presented m associatlon with the World Wildlife Fund. 
HBO's gro~ing roster of award- winning scrie:i includes the "best hour of comedy on 
TV .. : the Emmy- and CableACE-winning duo of The l..Drry .\'ander.'f Show, in its 
founh season, and Dream On. now in its sixth year. 1 hey were joined in 1994 by the 
irreverent social commentary of the new Emmy-winning !Jc:mu,o; M11/er Lrvt•. 
Big-event concens featured superstar~ hke Barbra Stre1sand (who lh:adhncd rhe 
highest-rated music special in HBO history) and Whitney Houston (the hrst·ever 
stereo TV transmission from South Africa). 

HBO' .s original progr•mndng run:; the go~mut from drdmd t.u (.:vmt.•dy tv 
hard-hitting documento~rJe~ (c)nc~WJ~~. ~tdrting •t cop): WJtch Hunt; 



drt.in (on FOA}; G.tng Wdr: BctngJn' in l.Jttlt> Ri..•clc; {Ju~~tn On; Th<~ 

BurnJng Season; dlld Wh1te Mlle. 

Comedy-from clc~ssic sc.r1nd-up to ground-bre<Jk;ng serJe:s-is d proud 
trdditi.on at HBO, exem-plified by such tJWdrd ..,lnnJng progratrllfling d!i 

The L.trry Sanders Show stdrrJng Gdrry Shandllnq (right}, now in its 

fourth season. 

Highlighted by November's historic championship hout in whu.:h 45-year-old George 
Foreman became the oldr~;t hcavywet~ht chump ever (IIBO',.lut-thest·rated program 
since 1990), HBO Spons continued Us boxing preeminence m 1994. Boxing and 
other events dtstnbuted by the company's pay-per-view service TVKO !lCnerated the 
highe<;t level of event re\!enuc at retail in the PPV industry for •he fuurth consecutive 
year In 1994 the dtv•sion produced us 201h a .niversary tc:lc:ca~t ot Wimbledon and 
extended its agreement ro co .. ·cr the world's :most presll~tous tcm11s tournament f(>r 

another five years I lBO Spons' produ~.;tion Arthur Al·he · ( 'w:un of the World am:d 
tn September to widespread critical acclaim 

New Pathways and Consurner Value 

With its high-profile programming and markctmg expc111sc, Home flox Offke is 
positioned to take full advantage of poy television's expanding distribution 
opponunitjes, :iuch as high-'-'owered. direcHo-home satclhte broadcasting, wh1ch 
e)(tends the reach of HBO and Cinema.x to v•nually every household in . \mcrica. 
I-lBO Direct, the company's direct·hroadcast·satellite division, has shown consistent 
growth, thanks in large pan to the power of Home Bo.x Oflicc's brand narncs and the 
popu.ariry of multichannel HBO and Cinemax 

The mult1ple·channel verstons of HBO and Cmema'l(··avaalable to all direct-to-home 
subscnbers and a growing percentage: of cahlc= systems--enhance consumer value by 
offenng subscnberc; multiple channels for the price of one, e)(tendm!l both 
penetrauon and retention rate!> Another value enhancement. I lBO en F'ipar1ol, fueled 
doublc·dtMit growth Ill I lBO\ pcnctrnllon mlo the Sparu~h-language market m the 
U.S. 

Cinemax contmucs as the andustry leader in pro\liding. subscribers wnh more 
films-and more new films-than any other prenuum servi~e. and is the h•llhcst·rated 
channel on cable after HBO I ogethcr, HBO and Cinem.ax col)Unue to offer the most 
falms of any pairing of pay· TV services. Multiyear film-lieensin!l agreements with 
Warner Bros., 20th Century Fox, Sony Picture~. Paramount ami Savoy teu,uantee a 
steady flow of strong theatn,al product 



George Fo:-eman'$ .stunning knockout of Michael Hoorer on Noveml>c-r ~i 

1994, looldiS HBO's hJghest-r<Jt.ed prOCJC.Jm in !Jve yedrs-.wd .l worthy 
addition to the network's tr.:ldJUon of cing cl.J.<>sjcs, rt•achiny back 

to the 1975 AlJ·Fr•ZJ~r HThrllla in H•nila." 

Growth Through Diversification 
Bualding on 1ts success in programming and marketing, I fomc Bo,. Office ha'i 
continued to grow its ancillary businesses-such as basic cable. program producllon 
for broadcast television; home video and muhimedia--and to extend oversea.~. 
establishing itself as a growing force an the burgeorung global media industl)' 

Ins cape, HBO' s joint venture ..,j th Wdrnt•r Mu:- J c Group .Jnd ::Jofr:. -ware 
developer Michael Nash, js rele.JsJng cur:.-tJng-edge co ROHs lJJce ~h~ 

Resident• • B•d O.y on the Hidw•y. 
--~------

Comedy Central. I lome Bo" Oflice's jomt-vcnture bas1c- cable channc::l. IS now 
available m 3 I mallton homes. Most of Comedy Cenlral's origmaJ progranunmg is 
produced by I lBO Downtown Productions. mcluding three show~ thai wuu hnmys m 
1994. Bas•c-cablt channel E! Entenainment Televish.>n, 4<J% owned by 'I •me Wamcr 
and managed by HBO, expanded to 28 m1lhon households and achu:vcd opera1ing 
profits m l994. HHO Independent Productions produced lhree scric~ this season for 
the Fox network, including Morlm, now in its th1rd season. I JBO Horne Vidc.1 
markets a broad ranse of vadeos from its libn.tl) of I lBO ongmal pruducuons. 
made-for-video program!~, other non-theatrical product and feature: films-including 
releases covered by a long-term agreement with Savoy Picturr "· such as 1994's A 



Hron:c Tale and Shadow/andr. 

Home Box Office's expertise in creating entertainment software positions it well f':'lr 
the technical challenges and innovations ahead. lm·estments in interactive multimedin 
for CD~ ROM and olher gamelcntenainmcnt fonnats include 



~, ..... , 1111 

~CAlLI 

Time Warner Cable is the cable company best positioned to 
enter the new age of telecommunications. 

The Power of Clusterinc 
The Future is Now 

Near Term and Beyond 
An Explosion of Choice 

Time Warner Cable experienced robust internal basic subscriber growth of more than 
4%, a 6% increase in pay units, 30% growth in advertising and II% growth in 
pay-per-view revenues in 1994. The division continued its aggressive rollout of 
fiber-opti' 'able, began a multifaceted entry into the telephone business and launched 
the Full Service Nctwork(TM) (FSN)--the most powerful anc1 innovative 
'ommunications system ever introduced to 'onsumers. 

Due prin,ipally to govcnunent rate regulation of the 'able industry, Time Wamer 
Cable's overall results were down 4% in 1994. Time Warner Cable posted EBITDA 
of $989 million in 1994, down from $1.035 billion in 1991. 

Cable - Financial Highlights 

i.t"DiltS $2,242 $2,208 

!BITDA ?89 l,OJS 



'fhe Power of Clustering 

Time Warner Cable is the most efficiently clustered of the world's leading cable 
operators, which positions it strongly for both expanded cable rc\'enucs and entry into 
telephony. With prospects for a pro-competitive approach to tclccornmuuications 
regulation Improving in Washington, Time Wamcr Cable IS poised to bring 1ts 

technological, packaging and pro!,lranuning strengths to hear on a broader 
telecommunications marketplace 

The Full Servict: Nl"twork offers subscribers 
unprecedented control, convenJence dnd 

choice-including the dbility to [dst-torw~rd, rPwind, p~use-dnd 
3hop-•t the touch of • button. 

l>urmg 1994 and early 199.5 Time Warner Cable and Tunc Wamcr Inc. cnterrd into • 
agreements to mcrease the uumber of sl.lbscnbcrs under their mana!,let.ll·nt from 7 . .5 
million to ll.S million. with three-quaner§ of them in 34 groups of at least 100,000 
( 19 ot which are above 200,000). These agreements included the acquisitions by 
Time Warner Inc. ofSununit Communications and KBLC'OM (the cable syslerns 
ownei by Houston Industries, mcluding the SO% of Paragon that Time Wamer Cable 
does not already own); the creation of a joint venture. Time Wamcr Entenainmcnt· 
Advancc/Newhouse. adding systems with 1.4 nullior suh:;~ribers, largely in Nonh 
Carolina, Florida and New York State; and a merger between Time Wamcr Inc. and 
Cablev1sion Industries. adding about 1.3 million subscribers. Alllhese transactions 
are expec1ed to close in 199.5. 
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Time Warner's New York City Cable Group, already the largest cable cluster in the 
world, reached a significant milestone in ~ 994 when it conne~.:tcd its onc·milliomh 
subscriber. Following the completiOn of pending transactions. the company's Central 
Flonda system (Orlando) will reach 638,000. and the Tampa Bay system more than 
500,000. The benefits of clustering are expected to increase in an crwiromnent of 
competitive telephony and Full Service Network capabiluics. 

The Future Is Now 

The Full Servif...e Network d~buted on December 14, 1994, in Orlando. otfcrmg true 
video-on-demand with full VCR functionality (the ability to fast·forward, rewind and 
pause\ a variety of interactive home·shopping services and video gam~:; and <.tJl 

interactive program guide. The FSN. created by Time Wamcr along with S1licon 
Graphics, AT&T Network Systems. Scientific· Atlanta and Hewlett·Packard, will be 
rolled out to 4,000 Orlando households over the cours~ of 1995, and more than a 
dozen additiondl services will be introduced this year They IJlcludc ShoppcrVis10n's 
"vinuaJ" supermarket and drugstore. HBO on Demand; Tune Inc's and Time \.\l'amcr 
Cable's news·on·demand collaboration, The Ne,ws Exchange (including local rH:ws 
and mfonnation from the Orlando Sentinel); Warner Music; Group's The Ma~ic 
Music Store; and Warner Bros.' Omnio navigation system 

Ongoing rcsearci. on the Orlando families' use of the Full Service N~twurk will 
prov1de Time W mer Cable with invaluable infonnation about consumer preferences, 
pricmg and technological options, and will afford opponumties for JOurnalists and 
creative artists from c\l'ery d1vision of Time Warner lO explore the man~ new creative 
and business possibilities of digital. interactive. broadband networks 



New York l News, Time Wdrner Cdble of Wew York City's pion~~r1ng 
24-hour loc~l cable news ch~nnel, ~aw growth in both ratings dnd ad 

revenue in 1994 

Near-Term and Beyond 

The union of fiber optics and coaxial cable that Time Warner Cable engineers 
pioneered in 1988 was honored in 1994 with •'1e cable industry's first-ever technical 
Emmy Award. This architecture is not only paving t~e way for the Full Service.· 
Network. but also improving current performance, thanks to better system reliability, 
reduced service costs and improved picture quality. The mcreased capacity of 
"fiber-rich" systems also opens up many attractive near-term business opportunities, 
including enhanced pay-per-view (Time Warner already generales the industry's best 
PPV buy rates), increased multiplexing of premium pay-TV, new product tiers and 
telephony. Time Warner Cable is in its second year of the most aggressive rollout of 
fiber optics in the industry. 

Time Wll!rnc.r C.able won the indu3try's fJZ!lt 1-~mmy Aw .... rd tor 
technologic.al .achJevemenc 1n 1994, recognJzing the compdny's 
trailblazing •ethod for coabining fjb~r optics and coaxjaJ rable. 

Time Warner Communication~>, the telephony d1v1sJon of Time Warner Cable, took a 
nwnber of significant steps. in 1994 to enter both the business and residencial 
telephone sector ... including a ground-breakiny agreement pcnnu-ting T1me Warner 
<'able's Greater Rochester Cablevision to offer switched business and residential 
telephone and telecommunications ~crvices m thai city. Also in J{ochetelcphony 
division of Time Warner Cable took a number of significant steps in 1994 to enter 
both the busmess and residential telephone &eCtors, including a ground-bre:.kmg 
agreement penniHing Time Warner Cable"s Greater Roche 



, 
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Time Warner Cable's broadband power will enable it to create 

attr~ctive tele~one lprogr• .. in~ 5ervice p•ck•ge~ 

Time Warner Communications is currently operating in 12 locatwns using fiber-optic 
SONET (S)11chronous optic~tl network) rings to ~erve busmesses und will conunue to 
expand in 1995 The company aiso applied for pennission to enter 1he locul telephone 
business in Oblo. And Time Warner Conununications opened a state-of-the-an 
t\:ational Operations Center in Englewood. Colorado. providing 24·hour management 
of the company's telephone networks across the country In both its telephony 
initiatives and in Its plans for the Full Serv1ce Network, Time Warner's abalny to draw 
on the expenise and resources ofTamc Warner En1cr1anuncnt panner US WEST bas 
proven mvaluable. This pannershap rematns the prem1er example of o mutually 
productive cable-telco relationship. 

An Explosion of Choice 

Time Warner Cable continued in 1994 to cre~'te new programming options for its 
subscribers and to enhance existing services New York I News, Tame Wa'''c:r Cable 
of New York Ciry's innovative and honored 24-hour, all-news channel, which was 
launched iJJ 1992, achieved steady growth in ratings and advel1ising revenue during 
1994, while continuing to serve as a model for local news operations elsewhere m the 
U.S. and ahroad. ll1e Sega Channel, a new interacuve premium service of which 
Time Warner Entenainment owns 33%, otTers owners ofSega Genesis video·game 
systems the abiliry to play dozens of popular video game~ via cable TV for a single 
monthly charge. Coun TV grew its subscriber ba~c from 14 rnill1on to 17 rmlllon i11 
1994. 1\nd a joint venture wnh Spiegel launched the Catalog I shopping channel, with 
current plans to focus on online interactive apphcataons and the Full Servrce f\ctwork 

In areas nor served by cable, high-power, direct·broadcasl satellite services arc 
providing customers with multiple channels of programming. Primestar·-a 
partnership in which Time Warner will own more than 30% after completion of 
penJing system acquisitions--is rapidly expanding it~ customer hu!\c Tunc Worner's 
Primcstar cu:oatomer5 now are Ill 100,000 
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1.lme Wdrnrr C ... b.J~'s A.'SJdll JtiJClcHives in 1994 

included ventures aimt!d ciC brJngJng cablt• to Japan, Taiwan and China. 

Growth opponunities for broadband cable networks arc also very promising outside 
the United States. In I 994 Time Warner Cable announced JOint ventures to provide 
products and services to emerging cable industries in Taiwan. mainland Chinn and 
Japan. And in January 1995 the Time Wamer Enter1ainment panners -Time Warner. 
Toshiba. ITOCHU and US WEST--announced plans to devdop new cable systems in 
Japan. 

View sections of the annual repon that cover other 1 une Wamer d"·•~•ons: 
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OTHER INVESTMENTS 

COMEDY CENTRAL 
SO% owned by Time Warner Entenainment 
3 I million subscribers 
4 7% increase in net ad revenues over 1993 

COURTROOM TELEVISION NElWORI< 
SS% owned 
Manased by Time Warner's American 
Lawyer Media. L.P. 
I 7 million subscribers 

E! ENTERTAINMENT TV 
49% owned 
Managed by Home Box Office 
28 million subscribers 

THE SEGA CHANNEL 
33% owned by Time Warner Entertainment 
Video·game pay·lelevision channel 

BLACK ENTERTAINMENT TELEVISION (BET) 
IS% owned 
40.2 million subscribers 

TilE JDO COMPANY 
13% ownc:d 
Developer of multimedia technology 

CRYSTAL DYNAMI('S 
I 0% owned by Time Warner Entenainment 
Video-game so'\ware developer 

SAVOY PICTURES 
3% owned by T1me Warner Entenainment 
Independent motion·picture disrributor 

JiASBRO 
14% owned 
World's largest traditional toy company 

ATARI CORPORATION 
25% owned 
Personal computer a11d videto-game systems 

CATALOG I 
SO% owned by T1me Warner En1enainment 
New home-shopping channel with Spiegel, 
Eddie Bauer and othen 

TURNER BROADCASTING SYSTEM 
19 6% owned 
Cable News Network (CNN) 60.7 million subscnbers 



Headline News· S4 4 million subscribers 
Turner Network Telev1sion (TNT}: 60_ 9 million subscribers 
Superstation TBS: 61.9 million subscribers 
The Cartoon Network: II. 7 million subscribers 

INTERNATIONAL INVESTMENTS INCLUDE: 
Cable (Hungary, Sweden. Taiwan, Japan, 
China, France)• 
Channel [V] (Asia} 
Classic FM Radio (U. K , Nctllcrlands, 
Finland, Sweden)• 
HBO Asia• 
HBO Brasil• 
HBO Hungary• 
HBO Ole (Latin America)• 
Music Choice Europe 
N-TV (Gennany)• 
Sl.:y Network Television (New Zealand)• 
TV 1000 (Scandinavia)• 
VIVA (Germany) 
Warner Bros International Theatres• 
Warner Bros Movie World (AuaraJia)• 

• Time Warner Entertainment investment 

View sections of the annual repon that cover other Time Warner divisions: 
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FOR IMMUJIA TF. RFU.ASI~-

T.IME WARNER AND TIME 'WARNER ENTERTAINM.ENT 
REPORT RECORD COMBINED EBITDA FOR BOTH THE 

FOURTH QUA,RTER AND 1994 

Content Businesses--Publishing, Music, Filmed Entertainment and 
ffBO--Post Combined 12°/o EBITDA Growth in the Quarter and 10°/o 

in 1994 

"EW YORK. NY. 1:~bruary 7. 1995- Time Warner Inc (Time Warner) and Time Warner Enrena1nment 
Company, L P (TWE), reponed record combmed earnings before tntercst. taxes. depreciation. and amortization 
(EBITDA) of S2 961 billion on revenues of S I~ 905 billi.on for 1994, compared w EBITOA of $2.829 billion on 
rC'\'enues ofSI4 544 billion for 1993 For the founh quarter. combined record EBITDA was S817 million on 
revenues of S4 S'J I billion, compared to EBITDA of S760 million on revenues of $4.119 billion in rhe founh 
quaner of 1993 T1me Warner's four content businesses·-pubhshing, music, filmed entenamment, and 
HBO--grew 12% i11 the quaner and I 00/o in 1994 as all pQsted record results for the qu11ner and the year While 
the cable division posted a founh-quarter EUITDA increhe, full·year results were lower due to the effects of 
government rate regulation Below are f· HITDA and revenues for the founh f!uaner and full year (in millions) 

Fourth Qudlcter Ye<tc 
1. .. 94 Utl uu 199::1 

'!'!ME WAJ'Utt~ 

PublUihl.ng $ 1~'? $ 146 $ 430 s 312 
l'!~SlC 2~1 21~ 120 643 

DITJ:R':'Al...ci:NT GROU.P 

Fllmed tntertai~nt 109 96 ~6~ ~~~ 'l 

Pro(jri!l~t~nin(j-HBO 63 61 2~7 :'30 
Cable 247 ~42 98'1 l,OJ~ 

ColllbJ.ned EBITD" s Fl21 s 760 s 2,961 

U,119 S U,5U 

CommcnJing on the company's I 994 performance, Chaarman and CEO Gerald M Le .. in, said 'Wt: arc.- plea~d 
that the doublc-d•g•t H•owth of our combined conrenl busine~ses··publishing, music, falrned entenainment, and 
HDO··contmued in 1994 wirh all posting record results fltr both the founh quaner and the year Looking 
forward, I e:J~:pecl the stronH performance from our content businesses to con•;nue and for cable to reemerge clS a 



strong growth area for Time Warner " 

Separately. Time Warner reported 1994 EBITOA for its wholly-owned Publishing a.-:d Music Groups of S 1.150 
billion, up I 3% on revenues of S7. J96 billion, compared to S 1.0 I 5 billion of EBITDA on revenues of $6 581 
billion in 1993. For the fourth quarter, Time Warner's EBITDA totaled $408 million on revenues of S2 287 
billion, compared to $361 million of EBITDA on revenues of Sl .960 billion m the year-earlier period Time 
Warner also reported S 176 million of pretax income from its equity in the Entertainment Group in 1994, 
compared to $281 million for 1993. For the fourth quarter, Time Warner recorded a pretax loss of S I million 
from its equity in the Entertainment Group. compared to S2 million of income in the year-earlier period 

For the full year 1994, Time Warner reponed a loss of S9l msllion, compared to S221 million in 1993 The net 
loss applicable to common shares (after preferred dividends) was S I 04 million, compared to $3 39 million in 
1993 The loss per common share was S 27. compared to$ 90 in 199J The J9l>l results included both a 
one-time tax charge and an extraordinary loss totaling 

$127 million or $.34 per share 

For the quarter, Time Warner reported net income ofSI2 million, compared to S7 million a year ago The net 
income applicable to common shares was $8 million for the •.Jarter, compared to 

S4 million for the same period of I 993. Net income per common share was S 02, compared to S 0 I in the fourth 
quaner of 1993 

PUBLISHING 

Fourth-quaner EBIIDA for Time Inc, the company's publishing division, was a record 

$157 million. compared to Sl46 million a year earlier For 1994, EBITOA was $430 million, also a record for 
continuing operations, up 16%, as compared to S372 million in 1993 1994's strong results were driven by 
growth in magazine advertising. magazine circulation revenues, and the company's book businesses Improved 
performances at People, Sports Illustrated. Fortune, Southern Progress Corp. Book-of-the-Month Club and 
little. Brown as well as o~rating margin improvement contributed to the overall resuhs 

MUSIC 

Warner Music Group posted record founh-quaner EDITOA of S25 I million, up 17~o. compared to S21 5 million 
in the founh quan,.r I 993 For the full-year, EBJTDA was an I lth-straight record S720 million, up 12%, 
compared to S643 million for 1993. Contributing to the year's results were increases in recorded music sales, 
both in the US and internattonally as well as re-venue gains from music publishing and direct marketing 
businesses. Top worldwide-selling anists include AII-4-0ne, Amta Baker, Eric Clapton, Green Day, .... uis Miguel, 
Johnichael Montgomery, R.E M , Stone Temple Pilots. Mariya Takeuchi and The 3 Tenors In the quaner, 
Warner Music anists accounted for three of the ftve nominations for the H~.,·t Album ofthf! Y~ur Grammv Award 

ENTERTAINMENT GROUP 

FILMED ENTERTAINMENT 

Founh-quaner EBITOA from the Filmed Entertainment businesses was a record $109 million, up 14%, versus 
S96 million a. year earlier. For 1994, EBITDA wu a record SSM million, compared to $549 million for 1993 
Warner Bros and Six Flags each had record years For Warner Bros. it was the 12th-straight y~ar of record 
EBITOA II was another ouutanding year at the domestic box office in 1994, led by the success '>f !merview 
W11h Thtt Vamptre (S I 02 million to date), Mawr~d (S I 02 million 10 date), The ( 'lt~m ($92 millian IJ date), and 
D1sclosure ($77 million to date) Contributing to the year's results were increased revenues from worldwide 
home video. syndication, and wnsumer products Warner Bro!l l'elcvssion's show "ER" is the top-rated new 
show on network television S1x Flags' improved results were due to mcreased 1 ~venues per visih<r and increased 



attendance 

HBO 

11lc programming-HBO business had record fourth-quarter EBJTDA of $63 million, compared to $61 million a 
year earlier For 1994, EBITOA was a record $2~7 million, up 12•1e. compared to $230 millron in 19'>3 The 
year's results reflect a significant increase in subscribers to both HBO and Cmemax At year-end. the suhscrih·r 
count for Home Box Office and Cinemax stood at 

27 million. up 2 3 million from 1993, the lars~sl incrcue for the services since: 1983 In January. HBO again 
domiruued the CableACE Awards, winning a total of23 honors tiRO also received four Golden Globe Awards, 
more than any of the broadust networks 

CABLE 

Time Warner Cable's EBITDA was $247 million 1n the quarter, ver~us S242 mition a year earlier EBITOA for 
1994 was S98Q million, compared to $1 035 billion in 1993 While revenucll from pay-TV units, pay-per-view 
programs. and ad..,·ertising mc:rea.sed for the year. the mcrca~ WIS more than uffset by the impact of the 
government rate regulation ofrhe cable industry Fnr rhe · .u. the sub~rrbcr ln .. ,. of Tunc Warner ('able grew 3 

healthy 4% to 7 S million from 7 2 million After the ~;losmg oitlw th11.~ .u ... v .. nc cJ transactions with Summit, 
Advance/Newhouse and KBLCOM. Ttme Warn~r fable w1ll have appro~~:imalely 10 rmllion customer~ under tts 
management 

Time Warner Inc is the world's leading media and enlertamment company, wilh interests in m11gu.inc and boo!-: 
publishing. recorded musiccompany, with interests in magazine and book publishing, recorded music and music 
publishing. filmed entertainment 

tt##t# 

Attachments: 
(1) Consolldated Income StateMent 
(2) Not.es 

TIME WARNER INC. 
CONSOLIDATED STATEMENT OF OPERATION'\ 

BV BUSINESS S[GMENT 
(In n•illions, r.rtpl pf'r sh•n •mounls) 

( llnauditrd) 

Revenues: 

Publtshln<;J 

Three ~nth• Ena.d 
D•c•Diber Jl, 

l!HI4 

$ 9111 

uuc 1,301 
Interseqment el1m1nat1on (~J 

Total revenues $2,287 

Operatlng 1ncome before 

1, 024 
(4) 

.$1, 9&0 

Year• ltnded 
Oecelllbe r 31 , 

uu 

$3,4H 

), 986 
(2JJ 

S7, l96 

$3,2'70 

3, j 34 
O.ll 

$6, 581 



deprec1at1on and amortlZallon: 

Pub1lsh1n<J 1~1 

USJ.C: 251 

408 

Deprec1at1on and 
AIIIIOrtl"L<IItlCJn I !I B I 

Operating 1ncome 290 

Equ1ty 1n preta~ 1ncome (loss! 
ot Entertalnrnent 
Group, :Jubstantlolly all TVt ( 1) 

Intereat and other, net (210) 
Corporate el(penses (19) 

tncOIM' before 
UJCOIIIe taxes 60 

Income taxes ___!.!!J 

lncome IJ.oas I befo:re 
extraordlnory 1 telll 12 

Ext.raord1nary loa:s 
on retl.remt=nt !)t' debt, 
net of $l7 .IIU.ll.l. on 
lnCOIII.e ta>. beneht 

Net 1ncoase (1051) 

Preferred dJ.vldend 
requ1 rel"'''f:nts 

Ne:. 1ncome (los:~ 1 

•E.e11cat.le to 
coanon .shares 

Income (loss! 
per common ahare: 

IncOIM (lose) 
betore eKtraard1nary 
1t.e111 

12 

141 

s e 

• 0.02 

' 0.02 

146 430 31.2 

21~ '120 643 

361 1, 1 ~0 1,01'> 

I 108 l 1~3'1) I 424 l 

2~3 113 ~91 

z 116 181 

111~ I (1241 171 B I 
(11) (16) 1131 

63 94 81 

1~61 (}80) 124~1 

1 1911 11641 

{":17) 

i.~ ll {221) 

13: jl3} (llBJ 

$ 4 s (1 041 ~ !339) 

$ o. 01 $(0.27) SIO.nl 

$ 0.01 $(0.21! -



Average common ahaces 

Rev~nu~.e: 

r1!med En~er~alnment 
P rog r 41'111'11 ng - HBO 
Cable 

319.2 377.2 378.9 314.7 

ENTERTAINMENT GROUP 
COMBINED SJATt:M ENT Of OPERA liONS 

BY BUSINESS SEGMENT 
(In millions; unaudilgU 

~ Mont.ha lnded tea~r• lnO.d 
O.ce.t.r :u. O.c.-,.1r 31, 

UIC 1113 utc ltiJ 

H, 399 $1.31Z $~. 041 
391 381 I r !ll 3 
~19 ~~ 1 2,24Z 

S4, ~6~ 
l, 4 41 
7.,208 

Interse9ment el1m1nat1on 16~) (8"1) 178"1) 12~ 1) 

TOtdl revenues S2,304 52,1~9 se.~oq 57,963 

Oper•t1nq 1nco~ 
before deprec1at1on 
and a.ar~1zat1on: 
f1lmrd Entertatnmrnt s 109 s 96 s ~65 s ~49 
P:rog:r~ng - HBO 63 61 2~7 230 
c.ble 241 242 989 h.~!~ 

419 39'1 l. 91 1 l. 91 4 

~prec!a~1on and 
amc r l.> za t 1 on (2401 !2341 19H) {909) 
Operalln9 lOCOIIIoe "179 ~ 8~2 90'i 

Interest and o~her, net 116~) (1481 I 6161 ( ~(.4) 

Corporate .serv.1.cea --.J..!11 11!> I (601 
~· 

~r.COftiC I loss) before 
lOCOme ta~C:e5 (1) 2 116 Z81 

I ocome taM.-s _116) _.!.!21 I 6 C I 

Inc-OIM' !lOllS) l;p[or• 

.. l'lrtaord;n•cy 1 te101 ( l) I 141 1)6 211 

El'ltrao rd.1.nary loe;s 
on ret1re~nent of debt, 

nrt of $7 m1ll1on 
1ncome tax benel1t OOJ 



Net 1ncome (lo~s) SIll 

TotE VARNER INC. AND an'ER~AI»C.MT GROUP 
NO'I'ZS TO STATDt&lft8 or Ofta.A~IOHI 

Note J: Enterta~n..nt Group 

s t 141 Sl31i 

The Entertainment Group consists of the Filmed Entertainment Programming-HBO and Cable businesses, 
substantially aJI of which are owned by Time Warner Entertainmem Company, I. P (TWE),:! Delaware limited 
partnership in which subsidiancs of Time Warner are the seneral partners and subsidiaries of ITOCHtJ 
Corporation. Toshiba Corporation and US WEST, Inc are the unaffiliated !united partners The o~rating 
rcsuhs ofthe Entertainment Group are reported by Time Warner on a dl·ronsolidatcd b;~si.s No portion ofTWE's 
net ancome for the years ended December 31, 1994 and 1993 was allocated to the h11litcd partners Within the 
Entenainment Group, the revenues and operatmg resuhs of Fainted Entcnammcnt•nclude the rev~nucs and 
operating results of Warner Bros and S1x Flags 

Note 2: lncomr Taus 

The relationship between income before mcomc ta'(CS and mcome tax expense ofl1me Warner is 1flected by the 
amortization of goodwill and certain other financial ~tatemcnt t'"o::~nses that are not deductible for income tu 
purposes, and by a charge ofS70 million (S 19 per common share) in th(' third quartt•r uf I 99.1 to reflect the 
effect on the company's deferred federal income tax liab1lity of the increase in 1hc corporate tax rate enacted into 
law in August 1993 Income tax expense of Time Warner includes all income taxes related to its allocable share 
of pannenhip mcome and its equity in the income tu r"pense of corporate subsidianes of the Enteruinment 
Group 

Contacr: 
Edward .\dler 
212-48-4-6630 
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B.~lltll~g .. Glob~ Brands 
Financial liighliEhts 

Years Ended December JJ, 
(mil/io11s, except per .'ihare amouiJ/.\) 
tiUTDA* 
Tinu~ Warner 
Publishing 
Music 
Music ·other losses• • 
Cable 
Entert•inm~nt Group 
Filmed Entertainm.:nt 
Six Flags Theme Parks•• • 
Broadcasting- The WB Network 
Programmins - HBO 
Cable 
C ombined EBITDA 
Combined Rt\ltnuts 
Loss before utr•ordin•ry irem 
Net lo.,•••• 
Loss per common share, a.ftu preferred 
di\lidend rtcluirtmcnu: 
Loss before extraordinary item 
Net loss•••• 
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1995 

s 476 s 430 
77~ no 
18~) 

t>O 

490 ·00 
60 135 
(66) 
293 257 

1.275 9li9 
$3.)08 S2,961 
S 17.696SI5.905 
s ( 124) s (91) 
$(166) $(91) 

$ ( 46) $ ( 27) 
$(57) S(27) 
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TIME .WARNE 
\ ••• A fU4U A L A IE PORT . . 

Building Global Brands 

Ot:AR SIIARl:IIOLOF.RS: 
For Tune Warner, 199S was a yea• 
of amponant strategic achievements 
that will strengthen our growth 
prospectll fur vc<~rs 111 come 
UndcrMandably. the agreement to 
acquire the remainin~ 8011/~ of 
Turner Broadcasrutg received the 
most auentton1 t•ut all our initiatives 
were imponant to Time Warner's 
future Thanh l(l our cahle 
ac.:qUistttons. li.H example. we nov.' 
nave the bc:st-clu!>tcrcd systems m 
many of the country's top markets 
We Mrengthcnl."d our balance sheet 
and stmphlied our operating 
structure by bnngmg our 
entcnammcnt propcn•.:s under one 
management W1th the decillion by 
our international pannen, ITOCHU 
and Toshiba. to become equity 
holder!-. in T1mc Warner, wt• .,c~.an 

restructurin~ our entertainment 
panneahip 

The crowding of so many ~tgnilicant 
event!> into a single year shouldn't 
diminish a ~cn!ic of their lon~-1erm 
unpacr Toge· he•. they wtll help 
t11 •ng !>upc.nor returns to 
::.harcholdcr!l But before we look ar 
these evc-nts in more depth. w~ 
shoulc.J alsu remember !hill anud lh~ 
chanl!JCS, some th111~s stayed the 
same Firs: and foremost, the 
immec.Jtalc measure of our su'cr~s 
contmued to be found tn the dally 
decis1ons of the rnillluns of 
consumers around th( world who 
lurn to our brands and creative 
output for th~ bc\t in ~ntcrt1unmcn1 
and inr'onnat•un 

Chllumen and Ch.e(EW.:\lh\'0 CJifiu·r 



t•t:RtORMANCt: 

As a result, ·1 ime WaJ ncr had 
another year of outst.tndinN 
O(lt'llllnN J)t'rfmmance hmr of uur 
husine,ses achiC'vcd records 
Excluding a one-time restructuring 
charge. Warner Mu~ic al!>n posted a 
rt(Oid yeat, ih 12th m a tow Three 
-· rune lm.: , Warner Brm and 
llnmc Bo-... Ot1ice (HBO) -- turned 
1n doublc:-d1grt gro"1h Cahlc 
returned to 11~ tradatrnn.sl pallern of 
doublc-dr~rt gam~ 111 the fnunh 
quarter The revenue l>lump inllrctcd 
on cable by rere~ulation, which wa' 
a prime factor t'l the .. luggi~h 
pcrforman~c of our stock. is dearly 
over 

The year ahcatl promises to he a 
good one All our businesses arl· 
performing at or ncar the top of 
their rnduitritl> ·1 heu combined 
operating performance ~hn•Jid 
contmue to generate very healthy 
growth 

Table ofContcnl~ 

1995 Time Warner Annual Rcporl 
1 
rR jt9c..>5 financial Report 

Subrnrt 

n-•-~a.. ,..,_., .................. .,. __ ., . ., 
<P~v\ous Nex~ 



TIME WARNER 
t •a• &""'"'-'&. aai'OIIIT 

lltdldlo1 ~Glo.ba\ Braa'ds 

anagement's Dis.cussion and Analysis of Results 
of Operations and Financial Condition 

Time Warner has mterests m three fundamental areas of business· Entcr1ammcnt. consisting 
principally of interests in recorded music and music publishing, filmed cntl'r1ainment. broadcasting. 
theme parks and cable television programn~~ng, News and Information. 'on!:! ling princ1pally uf 
interests in magazine publishing, book publishmg and darcct marlcc:Ung. and 1 clcconununications. 
consisting principally of irtterests in cable tclevtsion systems Sub~tanttally ""of Time Warner's 
im<.:rests. in filmed entenainmenl, broadca!\ting, theme P" ks, cahlc t.cJevision progr amrning and rnoq 

of its cable television systems are held thmugh the Entertainment Oroup. cof1!11Sllng principally of 
lVIE, which is not consolidated for tinanc1al repor1ing purposes TWE manage!) the 
telecommunications proper1ies owned by ·r 11lle Warner and the combmed cat>lc t~lev1S1on operations 
are conducted under the name ofTime Warner Cable Capitalized term~ arc a-; dclin~d and 
described in the accompanying cons<llidated financial statements. or elsewhere herein 

Stratecic lniciativt-~ 

Si&nifiu ua T ransactions 

During 1995, Time Warner and the Entertainment Group embarked on a program to improve the1r 
financial condition and increase their C'verall fimmc•al tlexibilily through the mit ration ,,f ~n asset 
sales program and sign1ficant debt rcfinancrngs Time W •mer and the Entcr1amment <iroup abo 
pursued significant, strategic initiatives during 199.5 through their cable televiSion opl'rations and 
through a proposed merger ofTime Warner and TBS These 1n1Uatives arc: part of a continuing 
slrategy to funher enhance the strength of 'ftme Warner's interests in entertammcnt and news and 
information, 1nd to attempt to ur.c existing and acquired cable televi51on system" to l'~tahll!>h an 
enterprise that w1ll be responsible for the overall management and financmg of lb ~able and 
telecommunications interests In pursuit of these strategic initiativPs! Time Warner and the 
Entcnainment Gro.Jp announced or completed a number oft•ansactions in 199~ and early 1996 thai 
have had or are expected to have a s1gnifi~an1 effect on thc1r results of opcrallom. and linanc•al 
condition Such transactions include 

The September 1995 annour cement oflime Warner's agrec.ment to mcr~e wtth TBS by 
acqUiring the rem~tining 800/o interest in TBS that 11 docs not already own. 

I he ~uisitions by Time Warner of Summit, KBLCOM and CVI and related companies, 11nd 
the formation by TWF of the lVIE-Advancc/Newhouse Pannership. wh1ch hlyethcr 
strengthened the geographic clusters of the cable telev1s1on sys1ems and substantially 
increased the number of cable su~)Cribcrs managed by Time Warner Cable (collecti' ely. the 
"Cable Transactions"), 
The exchange of JTOCHU't and Toshiba's mterests in TWI: for e(lUity 1ntcresro; j ... , tmc 
Warner (the AITOCHUffoshiba Trant.acl!t,n~ 1 
The refinanctng of appro:aumatcly \•\ bJ\lH,n ,,f pub!u; deb! by Time Warner and the execution 



of a new $8 J billion aedit a~rccment, under whu .. h ippruxunately S2 7 billion of debt 
a5sumed an the: Cable Transactions was refina.nced by subsidtancs of Time Warner and S2 {J 

balhon of pre-ext sting bank debt was refmanccd by TWl.:. (the "l>dll Retinancings"), and 
• The sale by Time Warner and the Entertainment Group of certain assets under an asset sales 

program. which raised approximately S I 6 billion on a combined basis for dr.bt reducuon. 
including the sale of 51% oflWE's interest in Six Flags (the ~StK Fl11~~ TnmSlh:tmn") and the 
sale or expected sale or transfer of cenain unclu~tered cable television systems owned by 
TWE (the "Unclustcred Cable Transactions") 

The nature of these transactions and their impa~t on the resuhs of operations and tinuncial wnditlon 
ofTirne. Warner and the Entcnainment Group are further discussed below 
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Telecommunications Strattgy 

In 1994, Time Warner embarkerl on a strategy to expand its cable television business, leading to 
agreemenls to combine with or acquire cable television systems servmg approximately 3 7 million 
subscribers. This strategy was ba.sed on management's expectation that there would be a significant 
increase in the value of cable television systems related, in pan. to a future convergem:e of the cable 
and telephone industries which would provide cable companies with an opponunity to operate IarKe 
geographic duliters of cable television systems for purposes of maximiz•ng the de\dopment and 
dimibution of new and improved services on a cost efficient basis. such as inCI eased channel 
capacity, high speed data transmission and telephony services 

Durmg 1995 and with the acquisicion ofCVJ and related <"ompanies in Januarv 1996, Tune W11mcr 
completed its plans for the expansion of tts cable television busmcss, thcrehy strcngthcntng us 
geographic clusters afcable television !oystems as previously env1s1oned Along with internal 
growth, the acquisition1 of Summit, KBL(0M and CVI 1nd related companies, as well a~ ti1e 
formntion of the TWE-Advance!Newhouse Partnership, increased the total numbc1 of sub~cribcrs 
under the management of Time Warner Cable to J I. 7 million. as compared to 7 5 million 
subscribers at the end of 1994. Time Warner Cable has also extended its reach of cable tdevisioo 
systems to neighborhoods passing 18 million homes or dose to 20% of!elevision homes in the US. 
In addition, there are now 35 geographic clusters of cable television systems serving over I 00,000 
~ubscriben each, including key markets 5Uch as New York City and State, central Florida and Nonh 
Carolina Time Warner does not currently plan to make any more significant acquisitions of cable 
television systems, but instead intends. to continue to refine its g_eograph1c clu~ters by ex<'hanging 
ccnain undustered cabll" television syste111s for g_eogr .. phically-... trategic ones or by selling 
non-strategic cable television systems as pan of the Company's Qontinuing asset sales program 
Management continues to believe that the increased size and concentration of its subscriber base 
will provide for sustained revenue growth from new and improved services. and provide t.:cnain 
economies of scale relating to the upgrade ofthe technologK;tl capabrlit1e~ of Time: Warner Cable's 
cable television ystem) 

anagement believes that the future convergence of the cable and telephone industries hots h~l'll 
wbstantially confirmett through vanous events within the industry. mcluding the February I 990 
enactment into law of sweeping telecummum~ations m<fustry reform Among other features. the 
Telecommunications Act of 199o eflectively removes regulatory barners that historically protubrtcd 
cable television companies and local and long-distance telephone companies from compctin~ in e~rh 
other's bu~iness In addition. the new law eliminates mo!'t cabl~ rate pt .:in,!ol rcstnct ioru, in I 1>'>9, and 
earlier under cenain circumstances. Time Warner expects that the r<!I,\MIIIon of cable rl&te regulation 
in 1999. along with permitted cable rate price increases for certa:n regulated service~ that went mto 
cfTecl on January I, 1996 ur ier a separate Time Warner agreement with the Federal 
Communications Commission (the "FCC''), will provide enhanced pricing flexibility that wrll help 
finance ih cable and telephony expansion plans 

The next phase of Time Warner's telecommuni-cations ~lrategy is to s1mplify the structure of iu 
cable and telecommunications propenies by bringing such prupenies together, so far as practicable 
and on a tax-efficient basis, into an enterprise that will be responsible for the overall management 
and financing of these interests. The first step of this proces$ was completed ir 1995 w}len ITOCHU 



and Toshiba exchansed their interests 1n TWE for equity interests in Time Warner The 
restructuring process depends, among other thinss. upon successful negotiations with U S WEST 
and cenain creditors. and the receipt of franchise and other regulatory approvals Accordingly, there 
can be no assurance that the effon wiJI succeed. In the interim. as contemplated by the 
TWE-Advance/Newhousc Partnership agreement, Time Warner may transfer cenain of its 
newly-acquired .:able systems to the TWE-Advance/Newhouse Pannership on a tax·etlicient l.tasis 
Such transfers, if they are made, are expected to be structured so that the systems will be transferred 
subject to a portion ofTime Warne(s debt, thereby reducing the financ•alleverage of Time Warner 
and increasing the under-leveraged capitalization of the TWE- Advance/Newhouse Pannership and 
consequently, TWE 
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TIME WARNER 
t eM ~"'"\16&. •••o•~ 

BuUdiua G•:o.bal ·Br·a~4s 
TBS Transaction 

With ·the announcement in September 1995 of Time Warner's plan to merge wJth TDS, Time 
Warner has taken a strategic step that would funber enhance Time Warner's interests in 
emenainment and new..: and infonnation a~sets while improving the balance between such imcrests 
and its interests in the telecommunications business The addition ofTH<.:' news and cnlettainment 
pro~rammin~ networks, film and canoon libraries. film production companies and spons franch1scs 
is e"pected to complement vinually all ofTune V.amer's bu~mess Interests and elCpand the emphasis 
on growth through Time Warner's interests in its entenamment and news and Jpf(,rmation 
businesses. 

The TBS Transaction provides for the merger of each ofTune Warner anll TB~ w1th separate 
subsidiaries of a holding company ("New lime Warner") that will wmbine, for financial reponing 
purposes, the consolidated net assets and operating r~sults of Time Warner and TDS Based on 
TBS' financial position and results of operations as of and for the year ended December 31, 1995, 
and giving pro forma effect to the TBS Transaction as if it had occurred on December 31, 1995 for 
balance sheet purposes and at the beginning oftbe year for stalement of operations purposes, the 
incremental effect on Time W•rner reflected in the combined pro forrN fmanclal statcmcnt!l of New 
Time Warner would have been (i} an increase in shareholder's equity of appro"~~:imatcly S 7 3 billion, 
principally due to the issuance by New lime Warner uJ approximately 177 8 million shares of 
common stock, (ii) an increase in long-term debt of approllimately $2 5 billion due to the 
assumption of TDS' debt, (ui) an increase in goodwill of approKimately S7 9 b11lion as a result of a 
preliminary allocation ot 'he excess cost oYer the nett ook value of assets acquired, (iv) an increue 
1n revenues of$3 4 billion, (Y) an increase in EDITDA (as defined below) ofS524 million, (v1) an 
increase in depr .. ciation and amonization of SJ 77 million. includin~ approximately $200 million of 
noncash amonization of goodwill. (vii) an 1ncrease m operaung mcome of S 14 7 million. ('Viii) an 
mcrease 10 net loss of Sill million and (ix) a reduction an net loss per common share ofS 12 pef 
common share resulting from the dilutive e!Tect of issumg 177 8 mtlhon \harl'' of common stm:k 

rhe TB"i Transactton as subJect to customary closing conditions. includmg the approval of the 
shareholders ofTDS and of Time Warnerj all necessary approvals of the FCC and appropnate 
antitrust approvals There can be no assurance that all these approvals can be obtamed or. m the 
case of goYernmtntal approYals, 1f obtamed, wtll not be condtt1oned upon chan~es to the tcnm of 
the merger agreement or related agreements 

l.hc o( t:IUTI),\ 

The following comparativ- dtscussion of the rctuhs uf opcratH)ns and linan~ual c..ondtuon of ftme 
W arncr and th~ l·.nten amment Group mcludes. among other factors, an analysts of changes m the 
operatang income of the business segments before depreciation alld amortization ("EOITDA") in 
order 10 elimmate the effect on the operating performance of the music, filmed c:nt~namment and 
cable bosmes~es of 5tgnificant amounts of •mon1r..arton ofintan~iblc. anc:ls recognit.cd m the $14 
b11Jion acquisation of WCl in 1989. the S I 3 billion acquiioiuon of the AT( minority •ntercst '" 1992. 
1 he S I 4 billion acquisitions of KBLCOM and Summit in 1995 and other busmess combinations 
accounted for by the purchase method, including the S904 m1Jiion acquisitton of ('VI dnd related 
companies in January 1996 and the proposed TUS merRer with respect to :nam dt~us~toos on a 



pro forma basis. Fmancial analysts generally consider EBITDA to be an mlponant measure of 
comparative operating performance fur the \'losinesses of Time Warner and the Entenainmcnt 
Group, and when used in comparison to debt levels or the covera~c of inte1e:s1 C'l(llc."ll,t', a..: a 
measure of liquidity However, EBITDA should be wnstdt'rrd "'adthltnn lo, nnl as a substitute for. 
operating costs 
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1995 VI. 199.& 

Time Warner had revenues of~8 067 bilhon. a loss ofSI24 million (S 46 per common share) hcfi.>rc 
an extraordinary Joss on the retirement of debt and a net Joss of S 166 m1llion (S 57 per common 
share) in 199.S, compared to revenues ofS7 396 billion and a net loss ofS91 million (S 27 per 
common share) in. 1994 

The mcrease in Time Warner's net loss in 1995 " ·as princ1pa\ly related to a S42 n.illion extraordmary 
loss on the retirement of debt(! 11 per common !iharc) and SS5 m1lli<' .. in pretax losses (SS2 rmllion 
a.fter taxes. and S 13 per common share) related to cenain busanesscs and Ju•nt .,.·enlures owned by 
tht Mus1c Division which were restructured or closed A~ d1"cussed more tully below, rhe increase 
in Time Warner's net loss m 199.S from such losses was rrinc1pally mitigated by an ovcrallmcreas~.: 
in the fundamental operating income ofTmu~ Warner's busincs~ segments <snd mcreased incon1c 
from its equity in the pretax income of the Entenamment Group. otl'Set m pan by a dc:crea:.e in 
in~o~esunent-related income and higher intell'i t C't(pen'ie on approKimatcly S I J b11lion of debt 
assumed in the cable acquisitions The mcrcasc in Time Warner's net loss per common share in 19~5 
abo related to an increue in preferred divedend requirements to S52 million from S 13 mil·lion in 
1994 as a result ofthc prefmed stock issued in connection with the 199S cablt.> acquistttons and the 
JTOCHUffoshiba Transaction. 

Time Warner's equity in the prelall. mrome of the Entcrtamment Group wa!> S256 milium in 1995, 
compared to S 176 million in 1994 As discussed more fully ~low. the Enter1ammcnt Group's 
operating resuh5 in 199.S reflect an overall increase in operatmg income generated hy ats httsmess 
segments (including the rontri-bution by 1he TWE·At1vanccfN, whouse Panncrsh•p) an<.l an increase 
in mvestmcnt·related inc. me resoh1ng from g"ms on the sale of certain unclustered cable systems 
and other investments, offset in part by minority interest e,xpense rela1ed to I he consolidation of the 
operating result. of the TWE·Advance'Ncwhouse Partnership c.:llccrive as \If April I, 199~ 

On a pro forma basis, giving effect to (i) tbe Cable Transacti<Jnl>. {ai) the ITOCHUnoshrba 
Transaction, (iii, the Oebt Refinancings, (iv) the Six Flags Transaction and (v) !he lJncluJ>Iered 
Cable Transactions, as if each of such uansactlons had occurred at the. begrnning of the pe11od~. 
Time Warner would have reported for the year!> ended December ll, JlNS and IIJ<J4, revenue~ of 
S8 742 billion and S8 2 I 7 billion. dcprec.auon and amontL..alron uf S<JJS milhon and $9()() m1lhon, 
operaung income of $6S6 million and S65J mrlhun. eqoity in the preta' income of the Entcrtaanment 
Group of S28b million and 'S20S million. a loss before ex1ramd1nary item of S2~ 5 nul iron 4nd S.:!Cl6 
rrullion (SI 02 and SJ 07 .pcr common share) and & net los~ <lfS297 mi' 'ion and~::!()(, nulhon (SI IJ 
and S I 07 per common share). respectrvely The 1995 to J9Q4 cornpari10n of pro forma rtsuhs are 
similarly affected by any undt'rfying historical trends that are unrelated to the transactions g1ven pro 
fonna effect to therein, such as the S8S million in pretax Music Div1sion lo~ses discussed 'above The 
rncreas.e in pro fonna over historical losses before extraordinary item' for each JK"fllld •s Jllml"•p.&ll) 
the result of approximately $210 million in annualiud nonca'h amona7Ataon of c.:cnam mtang1ble 
assets recog_n•z.ed in. the cable acquillttion!o whu:h 1s not tully omset by the pro lorma etl\.-ct$ of or~er 
improved net oper•tmg results. a component ufwh•ch is the pro fC'Irma benefit from the net add11anu 
of over S400 rmlhon m annualized EBITDA 

On a pro forma basis, giving eff~cllo (i) the formation of the TWE-Advance/N""'house 



Pannership, (ii) the refinancing of approximau:ly $2.6 billion of pre-existing b:mk debt, (iii) the 
consolidation of Paragon, (iv) the Six Flags Transaction and (v) the lJndustcrcd Cnhlc 
Transactions, as if each of such transactions had occurred at the begmning of the periods, the 
Entenainment Group would have reponed for the years ended December 3 I, 1995 and 1994, 
revenues of $9 686 billion and $8.778 billion. depreciation and amoniution of S I 078 billion 3nd 
S 1.038 billion, operaling income of S<"~94 million and S923 million. income before extraordinary item 
of $203 million and S 171 million and net income of S 179 million and 

$171 million, respectively. The 1995 to 1994 comparison of pro forma resull!' arc similarly afTectcd 
by any underlying historical trend: that are unrelated to the transacr.ions given pro forma effect to 
therein. The increase in pro forma over historical net income for each period principally results from 
the pro forma effects of a full year contribution by the TWE-Advance!Newlwusc Pannershir. and 
interest savings UIOCiated with the rcfmancing of TWE's bank debt and lower dcht levels tcsulting 
from asset sales. 

The relationship between income before income taxes and income tal( expcmc o•"Timc Warner is 
principally affected by the amonization of goodwill and cenain other financial :.tatemenl expense!> 
that are not deductible for income tax purposes Income ta.x expense of Time Warnc1 anduc.Jcs all 
income taxes related to its allocable share of panne"hip inf' unc and ib equity in the: mcomc tax 
expense of corporate subsidiaries ofthe Entenainment Group 

EBITDA and operating income for Time Ww ner and the Entcnainment Group in 199S and I 994 
are as follows: 

f.HITI)A Ofa"II.IDI 
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Publishing 

Revenues increased to $3.722 billion, compared to $3.433 billion in I ()94. EBITOA incrca~cd to 
$4 76 million from $4)0 miJiion Depreciation and amoniution amounted to S95 million in 1995 and 
S83 million in 1994 Operating income increased to $381 million from $347 million Revenues 
benefited from increases in magazine circu·lation, advcnising and book: revenues ContributinK to 
the rC'·enue gain were increases achaeved by People, Spons Illustrated. 1-'onunc and book publisher 
Oxmoor House EBITDA and operating income mcreased as a result of the revenue gains, offset in 
pan by signiftcandy higher postal and paper costs as a resuh of price increases 

Music 

Revenues increased to $4 196 billion. c-Ompared to SJ 986 billion in 1994 EBII'DA decreased 10 

S690 million from $720 million Depreciatior Rnd amoni7.&lion. including amonazation relah.:d to the 
purchase ofWCl. amounted to $3()9 million in 19<)5 and $354 million in 1994 Operating income 
decreased to $32 t million from $366 million. Operatin~:~ results were adver11cly aflectcd by \8~ 
million in losses • ecorded in 1995 that related to certain businessc~ and joint ventures own~d by the 
Music Division which were restructured or closed. Revenues for 1995 were negatively affected by 
cenain reclassifications relating to third party, pressin~:~ and distribution arra.igements and changes in 
the Music Division1s ownership interests in ceria:in investments and subsidiaries that r•sulted in 
ctwlges from the consolidation to the equity method of accounting Excluding the effects from such 
reclassifications and ,.hanges, revenues from the fundamental business increased by approximately 
6%, principally as a result of increases in both do11estic and international recorded music revenues 
and incrQsed music publishing revenues. Domestic and international recorded musi<"' .revenues 
benefued from a number of popular releases and an increase in the percentage of compact disc to 
total unit "AAes Excluding the $85 million in lo~ses. EliiTDA tncreased, and opcratrng income 
benefrted, principally from the revenue gains and mterest income on the re~olution of a rc4..\Jrded 
music tax maner. offset in pan by expenses incurred in connection with the :,cltlement of ccnarn 
employment contracts and lower results from darect marketing activities attrihutahle to higher 
amona.za11on of member acquisition costs 

The losses relating to cenam businesses and joint v·entures thai were restructured or dosed arc 
primarily related to Warner Music Enterprises, one of·the Company's direct marketang efT( ns. and 
the write off of its related direct mail order alsets that were not reco .. -er .. ~le due to the closure of 
this business. Such closure was substantially completed in 1995 and will not require any significant, 
future cash outlays The activities that will not be continued • .ave not been matea ial to histon..:al 
opera.ing results 4Rd are not expected to significantly affect the results of future operations 

Cablr 

As a result of Time Warner's acqUisrtrons ofKBLCOM and Summit. in 19')5, ,;able operat ing results 
for 199S included revenues of$172 million, EBITDA of$90 million, dellre<.:•ation and amonization 
of$95 mrllion and 1n operating loss of $5 million Moderate operating losses arc expected to 
continue in 1996 llecause oft~ full yur effect of appro~marely S2JI) mllhon of r.oncash 
amor-tiution of cenain intangible a~sets recogmLcd m Time Warner·~ acquisat•on!l ol KBI.COM 
and Summit in 1995, and CVI lJld related companies in 1996 



Interest and Other, Ntl 

Interest and other, net, increased to $877 miUion in 1995, compared to $724 million in 1994 
Interest expense increased to $817 mtllion, compared to $769 million. principally as a result of 
apprO)omately $1.3 billion of debt assumed in the cable acquisitions and higher short-term. 
floating-rates or interest paid on S2 6 billion notiooal amount of interest rate swap contracts Other 
income, net. was immateriaJ in 1995, compared to $45 million in 1994, principally because of a 
dec.:rease in investment-related income Investment-related aneome in both periods consisted of gains 
on the sale of cenain assets, including the sale of an interest in QVC, Inc in 1995, which were 
offset by losses from reductions in the carrying value of certain investments taken in each period 
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Filntfd ~nlt.rtainmt-nt 

Revenues mcreased toSS 078 bilhon. compared to S4 484 bilhon in 1994 I:BITDA incr~asc:d to 
$4QO milhon from $430 milhon f>cpreci;~tiOri and amoniza11on, rncludmg arnomzation rdated to the 
purchase ofWCI, am">Unted to S2l7 million in J99S and S211 m1lllon m 1994 Operatmg income 
increased to S253 million from S219 million Revenues benefited from mcreasc~ m worldwide 
theatrical, homt- video, consumer products and television distribution operations Worldwide 
the.ttrical and domestic home video revenues m 1995 were led by the succe~s of Batman Forever 
~BITDA and opcntins income benef1ted from the revenue gains and incrcast'd mcome from 
licensins operations 

SiJ flll£1 Thtn.c Puks 

As a resu JfTWE's sa!~ of 51% of its int~re:at in Six Flags, the operating resulls of Six Hags have 
been deconsolidated effective as of June 23, I IJ95 and TWE's remaining 49% 1nterest in Six Flags is 
accounted for under the equity method of accountin,g Accordinsly, revenues decreased to $221 
million. compared to $55 7 milhon in I '}94 EI:UTDA decreased to S60 million from S 135 million 
Depreciation and amonization amounted to $31 million in 199.5 and SN milhon 10 I ?94 Operating 
income decrused to S:!<> mi:tion frmn S56 milhcm 

The WB Network was launched in January 1995, and generated ~llh 1mlhon of operatmg lo~scs on 
$33 million of rc:vcnues. ·1 he opc1ating loss wao, nut.galcd by a favorable legal scttleme'1t. as well as 
by funding from a lir.11ted partner admitted as of August 1995 Due 10 the start-up nature ofth1s 
new national broadcast operation. losses are expected to conunue 

Revenues increased to S I 607 billion, compared to S l 51 3 billion in 1994 EIUTl l A ancrea:,ed to 
S293 million from $2~ 7 m11lion Depreciation and amonization amounted to S 19 m1llion in I <)(}'i and 
S20 m1llion in 199ot Operating income incrcas.ed to S274 'mllcon from S23 7 nul hun Rcwnuc~ 
bcnefiled pnmarily from an mcreas.e tn subscnpt1ons to 29 7 milhon from 27 rmlhon at the end vf 
1994. ~well a!> from h1gher pay-TV rates EBJTDA and operatang mcome 1mproved pnnc1pall:-' as 
a result of the revenue gains 

Revenues mcrea.sed to SJ 094 billion. compar~d to S2 24~ billion 1n 1994 EBITDA mcreascd to 
S I 275 b11licn from S98'i million DepreciatiOn and amon1zat1on. ancludmg amoniz.auon related to 
the purchase of WCiand the acquasitjon of the AT(' minority mtere~1. amounted to S77l null con m 
1995 and $649 million in 1994 Operatinu incom~ maea~ ro S~02 nulhon from $340 m1lhun 
Revenue~ and OJ.>erlltlflM 1 e~ults benetite"d from the forma11on of tt.c TWl: Adv&llcc/Newhousc: 
Partncrshtp on Apnl I, I 1)95 and the consolidation of Parag~n effecllvc .u of Juh 6. I Q9., 
Excluding such ctft:~t!>. rcYenucs l.>enefllcd from an aggregate mcreaSt m bas•c cable and 
Pnmestar-relatcd, direct t..roadcast ~.stclhtc !.Uh!oenbcrs that approached 6~. and tnc.:rc:a~s 111 



nonregulated revenues. including p1y~ TV. pay-per-view and advrrtasing Cl(duding the positive 
contributions from lhe TWE-Advance!Nn...hou~ Partnership and the consoli-dation of !•aragon. 
EBJTDA ~tnd operating in<::omc increa!!oed as a result uf the rrvenue gains, otlsct m pan by thl· flill 
year impact of the second round of cable rate regulations that went into etrect in July I 'J94, h1ghcr 
stan-up costs for telephony operations and with respect to operating income only, t:ul!(her 
depreciation and 11moni-utaon relating lo tncreascd capital s~nding 

lntrrtst and Othrr, Nrl 

Interest and olhcr, net, decreased to $539 m1lhon in 19"'6, compan:d 10 $lllh mill•on m 1994 
Interest expense increased to $579 million, compared to $~67 milhon m 1994, pnnc1pallv a!\. a result 
of hagher short-term. Ooa.ing-ratcs of intcrellt paid on horro""mg~ under TWL's former and exist in~ 
bank credit agreements, ofl'set in pan by interest savin~:ts in the la!oot quarter of 199 ~ on '''wer debt 
levels related to management's asset sales program There wa~ other mcome, net. of $40 million in 
1995, compared to other expense. net, of $49 million in l9Q4, principally because of an increase io 
mvestment-related income related to gains on the ~ale of cenam undu)tcrcd cable s~·~h:ms and other 
investments 
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B\lll41og Gtobat.r8f'a.ods 
1994 "'· • 993 

Time Warner had revenues of $7 396 billion and a net lou of $91 rmlhon ( S 27 per common !~hare) 
in 1994, compared to revenues of S6 . .S81 billion and a net loss of $221 million (S 90 p~r common 
share) in 1993 Included in the 1993 results is an extraordinary loss on 1 he ret ire.rncnt of debt of S '17 
million (S 15 per common share) and a one-time tu charge of$70 mtllion ($ 19 per common ~hare) 
that resulted from the effect on the Company's deferred income tax habthty of the mer case m the 
cor-porate income tax rate enacted in August 1903 

As dzscussed more fully below, the improvement in Time Warner's net loss in 1994 rcllcl:tcd an 
overall increase in L~pcrating income generated by its business segments and an increase tn 

investment related income, ofl:SCI in part by higher interest expense and lower income from Time 
Warner's equity in the pretax income of the Entertainment Group The i ,,provement in Time 
Warner's 1994 net loss also related to the absence of the extraordinary loss and one-tzmc tax duugc 
1hat were recorded in 1993 The improvement in Time W1rneot '~ net lo$s pel' common !.hare in I '}Q4 

funher resulted from a SlO.S mtllion reduction in preferred d1v1dend reqUirements relatmH 10 "lzmc 
Warner's 1993 redemption or exchange of $5.6 billion of preferred stock for debt 

Time Warner's equity in the pretax income of the Entertainment Group was S 176 milhon in I 994, 
compar~d to S281 milhon in 1993 As discuued more fUlly ~low, the Entert&inmem Group's 
operating results in 1994 reflected, an overall decrease in operatm~ in~ome generated by its bu!lline!>s 
segments. principal!) relating to lower Cable results due lo cable rate regulation, and an in~rcasc in 
investment-related and foreign currency contract losses, offset m pan by an increase m mtcre!.t 
mcome. 

EBJTDA and operating in~.:ome for Time Warner and the Emenaanmcnt Group in I 994 and I <NJ 
arc: as follow!> 

Year l:nded EBfTPA 
O~rJl!!J~ 
ln~QITI~ 

December 3 I, 
(millions) 1994 1993 1994 1993 

Timt Warner 
Publishing $430 SJ72 $347$295 

Music 120 643 366 296 ------
Tow Sl,1.50 SJ,O 1.5$713$591 -----

t:nttrtainmtn t 
Group 
Filmed $4)0 $427 $219$233 

Entertamment 
Six Flag!> 

135 122 5o 53 
Theme Perks 

Programmans • 
257 2JO 237 2 13 

HBO 
Cable 



Cable 91N l,OlS 340 40ll ----
Total S1,811 SI,814SK52S<>05 -----
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l,ubHshing 

Revenues increued to SJ 433 billion, compared to SJ 270 t.illion in 1993 EBITDA increased to 
S4JO million from S372 million. Depreciation and amoniz.ation amounted to S83 mill1on in JQQ4 and 
S77 miUion in 1993 Operating income increased to S347 million from S29~ million Revenues 
benefited ,principally from increases in magazine advenising and circulation revenues, which were 
aided in pan by \everal special issues during 1994 Significant revenue gams were a.;hicved by 
People. Spor1s llluJimied and South.:rn !.mng. EBI rDA, operating mcomc and operating margins 
tmpro"ed principally as a result of the revenue gains and continued wst contammcnt 

Music 

Revenues increased to Sl.986 billion, romp. r ed to SJ 334 b11lion in 1993 EBIH)A mcreased to 
S720 million from $643 million. Dcpreciat1on and amonization, including arnonmsllon related to the 
purchase ofWCI. c~.mounted to $354 million io 1994 and S347 million in 1993 Operating income 
increased to SJ66 million from S296 million The revenue growth resulted from increases in both 
domestrc and international recorded music revenues! which benefited from a number c~' popular 
rclea!:eS during the year and an increase in the percentage of c,ompaet disc to total unit sales. and 
incruscd music publishins revenue• EBITDA and op ... r.sting income b<'nefited from these revenue 
gains and increased. re5Uits from direct marketing activities attributable to new members and lower 
amortizarion of member acquisition costs, offset in pan by costs associated with the reorganization 
of the domestic music companies and confinuing invesfment in new business ventures 

lnt~rest and Other, Ntl 

Interest and other, net, increased to S724 million in 1994. compared to S71 M m1llion •n 1993 
lnrerc:st expense increased to S,769 m1lhon from $698 million as a result of a full twelve months of 
mtcrcst on the debt issued dunng the f1rst three months of 19<J J to redeem or exchange preferred 
stock, offset in pan by sav;ngs from lower-cost debt uscu to fund the redemption of ccr1ain notes 
and d.ebcnrures in 1993 There was other income, net, of S4 ~ million in J9Q4. compared to other 
expense. net, of S20 m1llion in 1993, principally because of an increase in invcstment-rcla!cd 
income, including an increase in the amoniz.ation of the exceJos of the Time Warner General 
Panners' interest in the net assets of TWE oveT the net book value of their investment in TWE to 
reflect U S WEST as a plltner for a full year lnvestment-rdated mcome was reduced m pa11 111 
both ye.trs by adjustments to the canyins value of cena:n investments. exprnscs m connection w11h 
the settlement of cenain emrloymenl contract• and losses on fore1gn exchange contracts usrd to 
hcdHc: forc:iHn exchange risk 
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Fihntd Enttrtainmenl 

Revenues increased to $4 484 billion, compared to S4 032 billion in .199J EBll'I>A increased to 
$430 million from $427 million Dcprectatjon and amortization, including amoniz.ation related to i~c 
purchase of WCI, amounted to $21 I million in 1994 and S 194 million m 1991 Openting income 
decreased t.o SZI9 million from $233 million. Worldwide home video, syndication and consumer 
products revenues increased at Warner Bros, offset in pan by lower worldwide theatncal revenues 
EBITDA and operating income margins decreased prin-cipally as a result of lower theatrical results 
in comparison to the exceptionally strong thcat neal results in 199 .~ 

Sa1 Fl•gs Thtl. c Parks 

Revenues increased to S557 milhon. comp1ucd to SSJJ mallion in 1993 FDI'I DA increased to SIJ~ 
million from Sl22 million Depreciation and amomz.ation amounted to $79 nulhon m 1994 and So'J 
m1llion in 1993 Operating income increased to SS6 m1lhon from S53 rntlhon Revenues increa~d as 
a result of overall attendance growth and higher revenues per visitor EBITDA and operating 
income improved principally .u a re.wlr of the revenue gains 

t•roKrammin~e • 1180 

Revenues increased to S I. 51 J billion, compared to S I 441 billion in 1993. EBITDA inc rea.~ to 
$251 million from $230 million Depreciation and amor1i1..ation amounted to $20 milhon in I 994 and 
S I 7 ntiJiion in 1993 Operating income mcreut>d to ~23 7 million from S213 million Rt v( nue~ 

benefited from an increase in subscriptions and higher pay-TV rates EBITDA, operating income 
and operating .rwgins improved principally as a result of the revenue gains 

C•blt 

Rt>venues increal!c..d to S2 242 b1llion. compared to S2 208 bill1on in 1993 Ell IT! M decreased to 
$989 million from S I OJS billion Depreciation and amon1z.ation. incluJing amon1z.ation related to 
the purchase of wn and the acqui!>ilion of the AT\ minority interest, Hmountcd tv S64(J rnalhon an 
I 994 and $629 million in 1993 Ovcratmg mcornc decreased to S340 million from $40o rnill1on 
Revenues and operating results in 1994 were adversely affected by two rounds of cable rate 
regulation that m general reduced the rates cable operators are allowed 10 chaf(!Je for regulated 
services, the f1rst of which went into effect in September 1993 and the second of wh1cl• went anto 
effect in July 1994 The unfavorable effe«;ts of rate regulation were oO'sct in part by an mcreasc in 
subscribers and non regulated revenues Actions that were undeMlken to mitigate the impact of rate 
regulation mcluded a nu 1ber of cost containment measures and a continued emphasis un nc11r and 
long-tenn strategies to increase revenues from unregulated services 

lntnut and Othtr, Net 

Interest and other, net, increased to S6lb million in 1994, compared to $564 m•llilm in 19<' J 
Interest eJCpense decreased to S 56 7 million, compared with S 580 million in J9Q .1 There was other 
expense, net, of $49 millio.1 in 1994, .;ompared to other income, net, of S 16 m11hon in 1993 
Investment-related and foreign currency contract losses in 1994 ex.ceede(' an ancrease in interest 



income on higher cash balances and the interest-bearing note receivahle frorn lJ S WEST In I Q9l, 

other income, net, benef•ted from a gain on the sale of cenain a!>scts .tnd other uwestmc.•nt-Jclatcd 
income, which more than offset investment losse5 
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TIME WARNER 
,, •• ~MII#tt. 811POtlT 

Bqildt-'• ·Gto.tial 'Jlrand~ 
FINANCtt\L CONIHTION AND LIQUHHTY 

OeumberJJ, 199~ 

TlrtU: WA,MNF.R 

199~ Financial Condiiion 

Time Warner had S9 9 billion of debt, S'94Q million of mandator-ily redeemable preferrcJ ~ecuritrcs 
of subsrdiaries, S I 2 billion of c.uh and equivalents (net debt of $8 7 b1lhon), and $3 7 brllion of 
shareholders' equity at December 3 I, 199S, compared to S9 2 billion of debt, $:!HZ million of ca11h 
and equivalents (net debt of $8.9' billion), and S I I billion of •llareholdcr,.· cq111ty at December J I, 
1994 The increase in debt pnncipally reflects the assumption of approxunatcly \ I 3 bilhon of debt 
related to the Cable Transactions, offset in pan by debt reductions using procerd\ raised from the 
asset sales program, including proceeds from the !Ssua.nce of the PERCS wh1ch monellted Trmc 
Warner's 14°/• investment in Hubro. The increase in mandatorily redeemable preferred securities of 
subsidWies reflects the issuance in 1995 \lfthe PERCS and Preferred Trust Securities. the: pro~;eeds 
of which were used to reduce urtain indebtedness ofTime Warner The: n'ml:.urrenl cash and 
equivalents ~;onsist of the net proceeds recetved from the issuance of the Preferred Trust Securitrcs 
in December 1995! which were used in the redemption of the 8.75% Convertible: Debentures in 
early 1996 The increase in shareholders' equity rdle.cts the i~suancc an 199'- of approximately 2 5 
million shares of common stock and ap,proximatcly 29 3 million shares of preferred stock in 
connection with the ITOCHUffoshiba Transactl<m and the ac.quisrt•ons of KHLCOM and Sumnut 
On a combined basis (Time Warner and the Entertainment Group toijether), there was S I <1 7 b1lhon 
of net debt at Dc.:ember 31, 1995, compared to $1 S billion of net debt at the bcginnmg of the yedr 

fnvC"stm~nt in 1"'\' t: 

T1me Warner's inv".s1ment in TWL at December 31, 1995 conSIStS of 74 49% of 1 WE's pro rata 
priority capital and residu.ll equity capital, VJd I 00% of TWE's scmor prionty capltill and junror 
priority capital Such priority capital intere-.ts pro vide Time Warner. an<.l with respect to the pro rata 
prionty capttal only, US West, w1th cenam pnonly clauru to the net partncrsh:~ mcome ofTWI: 
and d•stributions of1.WE pannero;hip capi1al, inc:ludtng cena.m prionty distnbut•ons of p~.,nershi,.> 

capital in the event of liquidation or dissolulion uf TWE Each level of priority capital interest 
provides for an annual rate of return equal to 0 1 cxccedin8 Ho/'o. 10clud1nM an above-market 11 2~% 
iol:nnuaJ rate of return (II z.s•;. to the extent cunlUneotly dl\lnburedl relaled to 1 imc Warner's JUOIOl 

priority capital interest, v•hich represents Cumulative Prionty Capllal of $4 6 b1lhon at December 
31 , 1995 While the TWF. partnership agreement contemplatf!S the reinvestment of significant 
pannershrp c;,.sh flows in the form of capital elllpenditures and otherwise provides f()r certain other 
restricttons lhat are expected to hmrt cash d1stnbut1ons on pannershcp interests for the fores.ec~tvlc 
future, Time W.uner's S I 4 b1llion \Cnior prlonty capital interest and. to the eJO:teot nor previou>ly 
dt~tributed, partnership income allocated !hereto (based on an 8% annual rate of return) is requm:d 
lobe diswbuted to T1me Warner in three annual installments beginnin~ on July I, 1997 In 199<. 

Time Warner rece1ved a SJ66 million cash dislri·bution from ·rwE represenlrnB the pnority c:.pual 
return allocated to 115 semor priority ..:apital tnlerest through June JO! 1995 



Credit Agretment Refinancings 

In connection with the Cable Transactions, TWI Cable, TWE and the TWE-Advance!Newhousc 
Partnenhip executed a five-year revolving credit facility in June 1995 The New Credit Agreement 
enabled such entities to refinance cenain indebtedness assumed in the Cable Transact!nns, to 
refinance TWE's indebtedness under a pre-existing bank credit agreement and to fmance the 
ongoing working capitaJ, capital expenditure and other corporate needs of each borrower 

The New Credit Agreement permits borrowings in an aggregate amount of up to $8 3 b1llion, with 
no scheduled reductions in credit &\lailability prior to maturity Borrowings are limited to S4 billion 
in the case ofTWI Cable, SS billion in the case of the TWE-Ad\lance/Newhouse Partnership and 
S8.3 billion in the case ofTWE, subject in each case to certain limitations and adjustments Such 
borrowings bear interest at specif1c rates for each of the three borrowers, generally equal to LIBOR 
plus a margin initially ranging from 50 to 87 5 buis points, which margin will vary ba~d on the 
credit rating or financial leverage of the applicable borrower Unused credit is available for general 
business purposes and to suppon any commercial paper borrowings Each borrower is required to 
pay a commitment fee initially ranging from 2% to 35% per annum on the unused portion of its 
commitment TWJ Cable may aJso be required to pay an annual facility fcc equal to I &7S 0 /o of the 
entire amount of its commitment, depending on the level vfits financtalleverage in any g1ven year 
The New Credit Agreement contains certain co\lenants for each ~rrowcr relating to, among other 
things. additional indebtedness, liens on asset'!., cash flow CO\Ierage and leverage ratios, and loans, 
advances, distributions and other cash payments or transfers ofassers from the borrow(rs to their 
respective panners or affiliates. 

In July 199S, TWI Cable borrowed approximately S I 2 billion under the New Credit Agreement to 
refinance cenain indebtedness Ulllmed or incurred in the acqui-sition of K.BLCOM, and TWE 
borrowed approximately S2.6 billion to repay and t-c.Hminlle its pre-existing bank credit agreement 
An additional S 1. 5 billion was borrowed by TWI Cable under the New Credit Agreement in January 
1996 to ref1nance certain indebtedness assumed or 3ncurred in the acquisition of CVI and related 
companies. 

Public Debt Rennancings 

In 199S and early 1996, T1me Warner refinanced approximately S4 billion of its public debt, thereby 
increasing it< financial flexibility through lowering interest rates, extending debt maturities and 
eliminating potential dilution from the conversion of its 8 75~'o Conveniblc Debentures into 46 fl 
million shares of common stock The outstanding S 75% Conven•ble Debenture~ were redeemed in 
two !ranches S I billion principal amount in September I 995 for S I 06 billion (including redemption 
premiums and accrued interest) ""d the remwning S I 2 b11lion principal amount in February I 096 
for S I 28 billion (including redemption premiums and accrued interest) The Sept em her I 99o; 

redemption was financed with proceeds from a $500 m•lhon •~suancc of 7 7~% ten-year notc5 m 
June 1995, proceeds from a $374 million IS5U&nce of the PERCS in August J99S and available cash 
and equi\lalents. Tile February 1996 redemption was fmanced wi·h proceeds raised from a S575 
million issuance of the Preferred Trust Securities in December 1995 and proceeds from a S 750 
million issuance ofcer.ain debenture! in January 1996 In connection therewith, Time Warner 
recognized an extraordinary lou. of S26 million in February I 996 

In August 1995, Time Warner redeemed all of its S 1.8 billion principal :~.mount of outstanding Reset 
Notes in exchange for new securities, consisting of approximately S454 million aggregate principal 
amount of Floating Rate Notes due Augu!ll 15, 2000, approximately S272 millinn a~re·;al!' 
principal amount of7.97So/o Notes due August 15, 2004, appro;~~;imately $545 million a!s&f"toate 
principal amount of8.11% Debentures due August t 5, 2006, and approximately $545 million 
aggregate principal amount ofS.I8% Debentures due August 15, 200" 



Auet Sala 

As par1 of a continuing strategy to enhance the financial position a;:.d credit statistics of Time 
Warner and the Entertainment Group, an asset sales program was initiated in 19')5 Including the 
sale of 51% ofTWE's interest in Six Flags in June 1995, the sale of an interest in QVC, Inc in 
February 1995, the sale or expected sale of certain unclustered cable systems and the proceeds 
raised from the monetization ofTime Warner's investment in Hasbro in August 1995, Time Warner 
and the Entenainment Group on a combined basis have completed or entered into transactions that 
raised approximately SL6 billion for debt reduction. all of which were completed in 1~95 except for 
certain transactions aggregating approximately S 170 million which are expected to close in 1996 

Crrdil St•tistics 

The combination of asset sales and debt refinancing5 is intended to strengthen the fmancial po5ition 
of Time Warner and the Entertainment Group and, when taken together with EBITDA growth, is 
expected to continue the improvement of Time Warner's overall credit statistic) These credit 
statistics consist of commonly-used liquidity measures such as leverage and coverage ratios. The 
leverage ratio represents the ratio oftotal 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 prefe: ed dividends Those ratios. on .::. pro 
forma basis for 199S and on an historicaJ basis for 1994 and 199J, are as set fonh below for e:.ch of 
Time Warner and Time Warner and the Entenainmenl Group combined Certain rating agencies and 
other credit snalysts place more emphasis on the combined ratios while others place more emphasis 
on the Time Warner stand-alone ratios. It should be understood, however, that the assets of the 
Entenainment Group are not freely available to fund the cash needs of Time War11er 

Time Warner 

Net 
debt/ Adjusted 
EBITDA 

Pro Historical 
Forma• 
199519941993 

7_0x 8.Jx 9.8J~: 

Adjusted I 6x I 4" I l 
EBITDA/lnterest• " · x 
Adjusted 
EB lTD All nterest 
and preferred 
dividends•• 

I h 1.4x I h 

Time Warnrr and t:ntrrtainment 
Group combined 
Net 
Debt/Adjusted 4 7x 5 Jx 5 6x 
EBITDA 
Adjusted 
EBITDA/Interest 
Adjusted 
EBITDA/Interc:st 
and preferred 
dividends••• 
------~ 

• Pro forma rahos fOf 1?115 (IJW: clfccl LO Lhe Cable ·1 ranuch~. !.I.e ITUCIH J(/ 01tubl Tran ... clluo, lhc D~:bl l<c:fulllfk.mgs. 
Lhe S1x Fl.ug! Tranuction and Lhe UnchuLmed Caulr ·1 ranucllonl, und w11h ru.pcctlo Tunc Warner and lhc En~IJIITICOI 
f'nuup cumhmcd only, the con50hdahon ul"l'araga~, liS 1f c.a,;h o( such lraiiMCIIor» occurnd at Lhe bcg1NUng of 1995 



AI~ noc rdlecled thcrcul. the TiiS TranMClKll'lll not cxpac&od 10 aapuf~mntly effect the r-u form.~ ra1101 PJaCOtcd 
abo\-c tl"t'lnC81 ratios for 199S 1rc noc rnmnanaful end ha~ no1 been rnac:nsed blauae they .ref\cd the orer•tma results of 
ec:quuetl or t.hsrx-J CllllhC3 for only • portion or the yar Ul ~·uon t.o year-end net doh lc~ls 

• 
0 I: led ~~des Jnlcrcst of S2& mdhon In 199S al)d $12 mllhon In 1'19-1 wtuc:h WU pud to 1 WI: IIII:Cinnctlton wtlh hunowtnJII under ltmc 

WVIICr'a S400 ctuU~n~t c:nldJI ~~ With 1 WJ: 

• • • lrteludca p~clarcd dlwlcndt oil II milliDA tn I.~S 1n eotiP«hon M!h .;Cifiii*IY·obbpre4 11\al-.de!Dnly tcdcm\a~ pre(cmd 
)CC.unhes of subwtdoancs end on 1 pro lonna bull. en •ncrctncnlal S91 mdiiiC1rl or prcfcmd d1vtdcrw.h related to the rwcfencd ·loci. •~uc.c.J 
111 1hc Cabk 1 renMCIIOOs aod the lfOCHUrToshtha frenwct1011 

Cash f-lows 

During 1995. Time Warner's cash provided by operations amounted to S I 051 billion and renrctcd 
S I 256 billion of EBITDA from its Publislling. Music aJld Cable businesses, S 1.063 billion of net 

. distributions from TWI! and .SJS million from the se~uritization of receivables, less $659 million of 
interest payments, $278 million of income taxes. $74 million of corporate expenses and $292 million 
relatedamounted to $1.051 billion a'ld reflected Sl 256 bilhon ofEBITOA from its Publishjng, 
Music and Cable businesses, $1.063 billion of net distributions from TWE and $35 m•llion from the 
securi:.zation of receivables. less $659 million of interest payments. S2 78 million of income taxes. 
$74 mallion of corporate expenses and $292 million related to an increase in other working ~apital 
requirements. balance sheet accounts and noncash items C ..h provided by operation~ of$473 
million in 1994 reflected S t I SO billion of EOIIDA from the Publi!hing 

Cash used by investing activities. excluding invv.tmem proceeds, increased to $647 million in 1995. 
compared 'to $3 5 I million in 1994, princtpally as a result of higher investment spending by Time 
Warner's business segments As a result <lf:managcmcnt's uset ules program. investment proceeds 
increased to SJ76 million in 1995, comp~red lo $1.18 milhon in 1994 

Cash provided by financing activities was S 123 million in 1995, compared to cash used by financing 
activities of S 158 million in 1994, principally as a r~sult o( the receipt of proceeds from the issuance 
of the Preferred Trust Securities in December 1995, offset in part by the use of available cash and 
equivalenb to redeem a portion of rhe 8 75% Conveoible Debentures in September 19<>4\ In 
addition, cash dividends p111d increased to $171 million in 1995 • ..:.ompared to $142 milhou in 1994 

The assets and c;.ao;h flows of TWE are restricted by the TWE partnership agrcemem and arc 
unavailable to Time Warner except throush the payment of certain fees. reimbursement~. ~a~h 
distributions and loans, which are subjel.t to limitations Under the New Credtt Agrc:emC"nt , TWE 
.lnd TWJ Cable C~.;e permitted to incur additional indebtedness to make loans, advances, distnbutJ(,r.:: 
and urher cash payments to Time Warner, subject to their respective comoliance w1th the cash flow 
coverage and leverage ratio covenants comamed therein 

anagement believes that Time Warner's operating cash Oow, cash and marketable sccunties and 
additional borrowin" capacity are ~utflcient to fund its capital and liquidity needs for the forereeable 
future without distri·butions and loans from TWE above those permitted by existing agreements 
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Bu,tldiog G·lobal Brantls 

ENTERTAINMf:NT GROUP 

199~ l'inanrh•l Condition 

The financial condit1on ofthe Entertainment Group, principally TWE, at December 31, I'N~ was 
affected by the formation of the TWE-AdvanccfNcwhouse Partnership. the Six Flags Transa~t1on 
and the consolidation of Paragon 1 he Entertainment Group had S6 ::! b1llion of debt, S I 4 b1lhon of 
Time Warner General Partners' senior priority capital and S6 6 billion of partners' cap•tal (net oft he 
S 169 million uncollected pon ion of the note receivable from U S WES'f) at Dcccml>cr J 1, I 91)~, 
compared 10$7.2 billion of debt, Sl 7 billion ofTime Warner (jenera! Partner:,.' senior priority 
capital and S6.5 billion of partners' capital at l>ccembcr 3 J, 1994 The S I bilhon reduction 10 debt 
resulted principalty froll' the Six Flags Transaction In addiuon. princapally a' " rc!>ull of the 
payment of over S 1 billion of distributi0ns to Time W .rner in 1995, cash o:~.nd equivalents decreased 
to $209 million at December 31, 1995, compared to S I I bill' on at December 31. 1994, reuucing 
the debt-net-of-cash amounts for the Entertainment Group to S6 b1llion and S6 I billion. 
respectively 

CtC'dit Statistics 

Principally as a res!Jit ofthe' fonnation ofth~ TWE-Advance/Newhousc Partnership and the Sil( 
Flag~ Transaction, the Entenainment Group's leverage and coverage ratil1S unproved in 1995 on a 
pro f01ma basis, as set forth below· 

Net 

Pro lhsloncal 

Forma• 1994 
JCJ9~ JC)l)'l 

debt/Adjusted 3 Q'l( 3 Sx 3 3x 
ERITDA 
Adjusted 
EBITDA/Interest3 8'1 3 lx 3 Ox 

• Pro forma raiJOI r.M l'J'IS JI\C ciTect to the f<wTrwhlMI c>t the 1 WI AJun.c· Nc .. Oot<I'C' t· ......... )hlj> tloc I('""""' "'II"' " l"'"'"',.lch 
S~ 6 boiiJOrl <>I ptc-<•;ltlnl benL de~, ltw ~..,....lod.toon ••11'•••11''" rhe "" I '-t•l••n-u .. n ••oJ the Ur~<luolcrc.J ( ahlc I ran-. hunt •t 

rl ac:h tlit,.;h uan .... htotul...t <llA:utr~ al the: bcJ'"'""I nl l'J'J~ ,,,..,.,.._., ,., .. ,. '"' I'J'JS •~ I'OIItle&lllnllful and"-" nDI brcn 
pr.,ocrlled bcc;au~ the\ rclleo.r ttw opr:r•hnll ruults of eo;qu~tcJ ot dr~IICXJ cntH.ee fo< .. ,h • pl.W1onn ol the \Ut on • •~n~n.,,., It'\ 
\Uf-cnd Mt 1cbc kv~h 

Sucb ratios may be adve•sely affected upon the transfer of cenain ofT1me Warner's n~wly·acquired 
cable S)"5otems to the TWE-Advance/Newhouse Partnership, which. if complered, as expected 10 be 
~tructurcd S<i that the systems will be transferred subJeCt to a ponion ofT1me Warner's debt, thereby 
reduc.ng the fmancialleverage ofTime Warner and increasin~ the under-le"·cra~cd nap11aluat1nn nf 
the TWE-Advance/Newhouse Pannersh1p and consequently, 1 WI· 

Cash 1'1ow¥s 



In 1995, the Entenainment Group's cash provided by operations amounted to Sl 495 billion <!nd 
reflected $2 052 billion ofEBITDA from the Filmed Entertainment, Six Flags Theme Parks, 
Broadcasting-The WB Network. Programming~HBO and Cable businesses and S I 59 million related 
to a reduction in working capitaJ requirements, other balance sheet accounts and noncash items, less 
$517 million of interest payments, $75 million of income taxes and $64 million of corporate 
expenses Cash provided by operations of S I 341 billion in 1994 reflected S I 811 billion of business 
segment EBITDA and S 180 million related to a reduction in working capital requirements, other 
baJance sheet accounts and noncash items, less $52 I million of interest payments, $69 million of 
income taXes and $60 million of corporate expenses 

Cash used by investing activities decreased to $750 million in 1995, compared to S I 770 billion in 
I 994, prin-cipally as a result of a S I I billion increase in investment proceeds relating to 
management's asset sales program Capital expenditures mcreased to S I 653 billion in I 9C)5_ 

compared to S I 235 billion in 1994, principally as a result of higher capllal !>pc11ding by the Cable 
Division 

Cash used by financing activities was S I 607 billion in 1995, compared to cash provided by 
financing activities of $162 million in 1994, principaJiy as a re~ult of an appHl\imate $1 hill ion 
reduction in debt in l99S and a $943 million increase in distributions paid to Time Warner, on·set in 
pan by a $368 million increase in collections on the note receivable from lJ S WFST that were used 
to panially finance the capital spending requ1rements of the Cable D1vis10n 

anagement believes that TWE's operatinlt cash flow, cuh and equivalents, collections on the ll S 
WEST Note and additional borrowing capacity are sufficient to fund 1ts capital and liqu1dity needs 
for the foreseeable future. 

C1blt Capilal Spendina 

Since the begiMing of 1994, Time Warner Cable has been engaged in a plan to upgrndc the 
technological capability and reliability of its cable television :..ystems and develop new service~. 
which it believes will position the business for sustained, long-term growth Capital spcnrlin~ by 
T1me Warner Cable, including the cable C'lpenllions of both Time Warner and TWE, amounted to 

S I 349 billion in 1995, compared to $718 million in 1994, and was financed 1n part through 
collections on th\. note receivable from U S WEST of S602 malhon m 1995 and $234 million in 
1994 Cable capital spending for 1996 is budgeted to be approx1mately S I 6 b1lllon Rnrl is C)(pectcd 
to be funded principally by cable operating cash flow and S 169 mtllion of collections on the 
remaining portion ofthe note receivable from US WEST In exchange for certain nc"<ibility in 
establishing cable rate pricmg structures for regulated s.ervices that went into cOcci on Janu.a1y I. 
1996 and consistent with Time Warner Cable's long-term strateg1c plan, Time Warner Cable has 
agreed with the FCC to invest a total of $4 billion in capital costs in connection with the upgrade of 
its cable infrastructure. which is expected to be substantially completed over the next five yc<Hs The 
agreement with the FCC covers all of the cable operations ofTimc Warner Cable, including the 
owned or managed cable television systems of Time Wamf'r, TWE and the 
TWE-Advance/Ncwhouse Pannership Management expects to continl.le to finance such level of 
investment principaJiy through lhe growth in cable operating cash flow derived from increases in 
subsoibcrs and cable rates, borrowings under the New Credit Agr~ement and the development of 
new revenue strrams from expanded programming options, high speed dAta transmission, telephony 
and other s.ervices 
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Off-Balance Sheet Assets 

As discuucd below, Time Warner believes that the value of cenam off-balance sheet asset!\ ~hould 
be considered, along with other factors discussed elsewhere herein, in evaluating the Company's 
financial condition and prospects for future results of operations, Including its ability to fund it'i 
capitaJ and liquidity needs 

lntan~iblr Assrcs 

As a creator and distributor ofbranded mformatron1nd entcnamrnent cupy••Khh. Tunc Warner and 
the Entenainment Group have a signsf1cantamount nfancernally·gencratcd •nlangiblc aso;cts whose 
value is not fully refle('ted in their respective consolidated baJa.nce shc:c.'ts Such .ntangiblc asstts 
ext !nd aero s Time Warne(s princrpal busmcss interest , but are best exemplified by Time Warner'!~ 
collection of copynghted music product, its interests in Warner Bros and IIBO's copyrighted film 
and teleVIsion product libraries, and the creation or extension of brands, as in the case ofTmtc Inc's 
new maga.zjne titles or The WB Network (Jcnerally accepted accounting pnn~1ples do not 
recognize the value of such assets. except at the time they may be acquired in a business 
combination accounted for by the purchase method of accountrng 

Because Time Warner owns the copyrights to such cre.ative material, it continually generales 
revenue through the we of such products acrob different media and in new and e.xistmg markets 
The value: of falm and television-related copyr1ghted product and trademarh rs continually realized 
by the licensing offrlms and television series to secondary markets and the licensing of trademarks, 
such as the Looney Tunes characters and Batman, to the retail industry and other markc ,, In 
addition. technological advanca, such as the introduction of the compact di~ and home 
videocassette in the 1980's and potentially the digital verutile d1sc in the future, h.:~ve historically 
generated signiftcant revenue opponunities through the repackagtng and Slllc of such cupyrighted 
products under the new 1echn0logical format Accordingly, such intangtble assets ha\lc s1gn•ticant 
otT-balanc' sheet asset value that is nor fully reflecrc:d rn the con~ohdatcd balance ~heel!> ol I tmc 
Warner or the r ntenainment Group 

Warnu Oros. 8ackJol 

Wamer Bros · backlog. represenung the amount of future revenue not yet recorded from cash 
contracts for the licensing of theatrical and teleVIsion product for pay cable, network. hasic cable 
and syndicated television exhibition. amounted to S I 056 billion at December 31. 1995, compared 
to S8S2 million at December J 1, 1994 (includin1 amounts relating to I aBO of S 17S million at each 
date) Beause such comractiiiC for the licensing of theatrical and h:levision product whKh havt 
already been produced, the recognition of revenue is principally ()nly d~pendent upon the 
commencement of the avail1hility penod f()f telecast under the terms of the related hcensjn8 
agreement In addition, e&5h licensing fees are collected periodically over the term of the reJatcd 
liccnsrng •• grcements Accordingly, the ponion of backlog for which cash advaa;.:es have nol already 
been received has signifacant off-balance sheet asset v1Jue as a source of future fundm(o( The 
backlog exclude!!~ advenasing baner contract:., which arc also expected to result in the future 
realization of ca~h through I he s..Je of adven1smg spots received under such contracts 
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INTEREST RATf~ ANI> FOREIGN CURRENCY RISK M,\NAGI<:MENT 

Interest l{att Swap Contr.ciJ 

Time Warner uses interest rate swap conuacts to adjust the proponion of Wtal debt that is suhject 
to variable and fixed interest rates At December Jl, 1995, Time Warner had intcre~t rate swap 
contracts to pay floating-rates of interest (average six-month UBOR rate of 5 9%) and receive 
fixcd-rale, of interest (avera:;e rate of 5 4%) on $2.6 billion nol;.:>nal amount nf indebtedness, which 
.resulted in approximately 4'3% of Time Warner's underlying debt, and 41 ~ o of the debt of rime 
Warner and the Enten.ainmcnt Group combined, being subject to variab.e interest utes The 
notional amount. of outstanding 

contracts at Dece,mber 31, 1995 by year of maturity, along with the related average fllted· ratcs of 
interest to be received and the avera~e floating-rates of interest to be pa•d. are as follows 
1996-S300 million (receive-4 6%, pay-5 <)O.fe), 1998-$700 million (receave-S ~%. pay-58%). 

1999-S 1.2 billion (receivc-5.5%; pay-S 9%). and 2000-S400 million (rccdvc-5 5%. pay-59%) At 
December 31, 1994, Time Wam~r had interest rate swap contracts on $2 9 billion notional amount 
of andebtedness 

Based on the level of interest rates prevailins at De-cember 3 I, 1995, the fair value of Time Warner's 
lilted-rate debt exceeded its carrying value by ~407 million and it would have cost $9 million to 
terminate the related interest rate swap contracts, which combined is the equivalent of an unreali1cd 
loss of S416 million. Based on Time Warner's f1xed-rate debt and related interest rate swap 
contracts outstanding at December J I. 1995, each 25 basis point increase or decn:a. e in the level of 
interest rale$ prevailing at December 31, 1995 would result in a net reduction or increase in the 
combineo unrealized loss of approximately SJ85 million, respectively, including respective costs or 
savings of S 16 million to terminate the relatt>d interest rate swap contracts Based on the level of 
mterest r.ttes prevailing at December 31, I 994, the fair value of Time Warner'!. f1xcd-rate debt was 
$572 milhon Jess than its c.srrying vaJue and it would have cost $236 million to tenninatc! its mterest 
rate swap contract.>, which comb111Cd was the equivalent ofa.n unreahted gain ofS336 million 
Unrealized gains or losses on debt or interest rate swap contr o1cts are not recognizc-ti unless the debt 
is retired or the contract~ are terminated prior to their maturity 

A_! though chanses in the unrealized gains or los~s on interest rate swap conlracts ar i debt do not 
result in the realization or expenditure of cash unlt:ss the contracts are termmated or the debt is 
retired, each 25 basis pomt increase or decrease in the level of interest rates related to Time 
Warner's viJ'iable-rate debt and interest rate swap contracts would respectively increase or decreAse 
Time Warner's annual interest expense and rel!ted cash payments by approximately S 12 r •. arion, 
includin~ S7 million rc:lat~d to interest r1t1e sw11p contracts 

Foreign Eschancc Contracts 

T•me W~r uses foreign exchangl contracts primanfy to hedge the nsk that unrem•llcd or future 
royalties and hcens.e fees owed to Time Warner or TW.l: domestic companies for the Slllc ,or 
anticipated sale of U S copyrighted products abroad may be adver~ly affected by changes m 
foreign currency exchange rates As pan of its overall strategy to manage rhe level of exposure to 



the risk of foreign currency exchange rate fluctuations, Time Warner hedges a ponion of its and 
TWE's combined foreign currency exposures anticipated over the ensuing twelve month period. At 
Uecember J I, 1995, Time Warner has effectively hedged approximately half of the combined 
estimated foreign currency exposures that principally relate to anticipated cash flows to be tcmitted 
to the U.S. over the ensuing twelve month period, using foreign exchange contracts that generally 
have maturities of three months or less, which are generally rolled over to provide continuing 
coverage throughout the year. Time Warner onen closes foreign exchange sale contracts by 
purchasing an offsetting purchase contract. At December 3 I, I 995, Time Warner had contracts for 
the saJe of $504 million and the purchase of$140 million of foreign currencies at faxed rates. 
primarily English pounds {2~/o of net contract value), German marks ( 1 ~/o), Canadian dollars 
(16%), French francs {16%) and Japanese yen {5%), compared to contracts for the sale of$551 
million and the purchase of S 109 million of foreign currencies at December 3 I, 1994 

Unrealized gains or losses related to foreign exchange contracts are recorded in income as the 
market value of such contracts change· accordingly, the carrying value of foreign exchange 
contracts approximates market value The carrying value of foreign exchange contracts was not 
material at December 31, 1995 and 1994 No cash is required to be received or paid with respect to 
the realization of such gains and losses until the related foreign exchange contract!' are settled, 
generally at their 

respective maturity dates. In 1995 and 1994, Time Warner nad $20 milhon and $3 'l million, 
respectively, and TWE had $11 million and $20 million, respective:y, of net losses on foreign 
exchange contracts, which were or are expected to be off~l by corresponding increases in the dollar 
val!.!e of foreign currency royalties and license fee payments that have been or are anticipated to be 

received in cash from the saJe of US copyrighted productS' abroad. Time Warner reimburses or is 
reimbursed by TWE for contract gains and losses related to TWE's foreign currency exposure 
Foreign currency contracts are placed with a number of major financial institutions in order to 
minimize credit ris.k. 

Based on the foreign exchange contracts outstanding at D,..cembcr 3 I, 1995, each 5% devaluation 
ofthe US. dollar as compared to the level of foreign exchange rates for currencies under contract 
at Decembt.r J I, 1995 would result in approximately $25 million of unrealized losses and $7 million 
of unrealized gajns on foreign exchange contracts involving foreign currency sales and purchases, 
respectively Conversely, a 5% appreciation of the U S dollar would result in $25 nulllon of 
unrealized gains and $7 million of unrealized losses, respectively At December J I. 199\ none of 
Time Warne(s foreign exchange purchase contracts relates to TWE's foreign currency exposure 
However, with regard to the $25 million ofunrealized ln~ses or gains on foreign e)(change §ale 
contracts, Time Warner would be reimbursed by TWE, nr would reimburse TWE, respecttvely, for 
approximately $6 million related to TWE's foreign currency c"pusure Const:.tent with the: nature of 
the economic hedge provided by such foreign exchange contracts, such unrealized gains or los.'>es 
would be off~t by corresponding decreases or increa~s. respectively, in the dollar value of future 
foreign currency royalty and license fee payments that would be receiVed in cash within t:,e ensuing 
twelve month period from the sale of U S copyrighted products abroad 
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B.gttdh•• Gl.(lbal B,rands 
Consolidated Balanc~ Sheet 

l.la:anba :II, (malhons, except pcr thllre •mounts) I 'J')5 I ')')4 

ASSto:TS 

Currrnl assrts 

Cash and equivalents s b28 s 28~ 
Receivables, less allowances of S 786 and S7b8 I ,7~~ 1,4J9 

Inventories 441 no 
Prepaid cxpenla ~()4 p· .. o 

Total current assets 3,720 2,817 

Cash and equivalents segregated 
5~7 

for redemption of long-tctm debt 

Investments in and amounts due to 
5,734 5,350 

and from Entertainment Group 

Other Investments 2,389 1,5SS 

Land and buildinss 431 412 

Cable television equipment 361 

Furniture. fixtures and other equapment 1,196 ()98 - -- ---·-

Less accumulated depreciation I ,'>88 1,410 

--- - (869) (6S7) 

flroperty, plant and equspment I, 119 7SJ 

Music catalogues, contracts and copynghts 1,140 1.207 

Cable televts1on franchise!> 1.6% 

Goodwsll 5,213 4,b3U 

Ot hc.:r assets ~64 40·' 

Total asset~ S22,1J2 ~16,716 
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TIME WARNER 
·~_..~,v~~ ··~~~ . 

Bu.l4lt.-_. GtP.btll?~~I\Qtl~ 
Consolidated DaJance Sheer 

LlABU .. ITJES AND SHAREfJOLDt:RS' EQlJITY 

Current lia.bilities 

Accounts payable 

RoyaJties payable 

Debt due within one year 

Other current liabilities 

TotaJ current liabilities 

Long-tenn debt 

Deferred income taxes 

Unearned ponion of paid subscriptions 

r.ompany-obligated mandatorily redeemable preferred 
securities of subsidiaries 
holding solei) subordinated notes and debentures of the 
Company • 

Shartboldtr's equity 

Furniture, flxtur~s and other equ1pment 

Preferred stock, .S I oar value, 2 50 million shares 
authorized, 29 7 million and 
962 thous.tnd shares shares outStanding, S2 994 billion 
and S I 40 million liquidation preference 

Common stock. Sl par value, 750 m1llion shares 
authorized, 387 7 million 
and 379 1 million shares outstanding 

hud-an capital 

llnrealized sains on cenain marketable securiucs 

Accurnulatcd ddic:it 

TotaJ shareholders' equity 

Total liabilities and shareholdcrl' equity 

S672 s 648 

755 731 

34 JS5 

1,566 1,238 

3,027 2,972 

9,907 8,839 

3,420 2,700 

654 631 

949 

1,196 '198 

30 

188 379 

J88 379 

116 130 

(2,289) ( 1,9SO 

3,667 1,148 

$22,132 $16,716 
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Consolidated Statement of Operations 

Yean CDCicd J::)ca:mbd ) I, (millions, nccp1 pc1 share •mo1.mb) 1995 1994 

$'7,396 

4,307 

2,376 

1993 

~6.581 

3,780 

2,210 

_Rft_e._•_e~_• ______________ S8,067 

Cost of revenues •,,.,. 
Selling. general and administrative •, • • 

4,682 

2,688 

Business segment operating income 
Equity in pretax income ofEntenainment Group' 
Interest and other, net• 

7,370 6,681 5,990 

697 71] 

256 176 
(_, 17) (724) 

591 
281 
{1Jo/ 

Corpomte expen.~a• ___ (74) (":6) (73) 

Income before income taxes 2 89 81 
_~.nwme __ ~.ue~ _____________ (J26} (180) (245) 

Loss before extraordinary item 
E~traordmary loss on retirement of debt, net of$26 
mil bon 
and Sl7 million income tax benefit in 1995 and 1993, 

~ 

(124) (91) (164) 

(42) (57) 

Netlor.s (166) (91) (221) 

_Pr_efi_err_ed_d_i_v•_den_d_r_eq_u_ir_emen __ t• ________ (52) ( 1J) ( 118) 

Net loa applicable to conu11on 1hare1 $(218)$(104)$(339) 

Lou per common Jhare 
Lo11 before e1.1raordinary ittm S( 46) S( 27) S( 75J 

_Nct_lou ______________ S(.57) S( 27) S( 90) 

383 8 378 9 374 7 ---
•fncludtJ tJw fcllawmg mcottlt (t.r~IIJtJ) rtJflltm~from trQI'tJDCIIOII.f ... ,h t~ fJJIUIUIII,,t.nl Gwup (_,osha ulattt.l 

compomtJ for lht ,.CJrJ tiiJttd dt:ctmtJc-r J /, 1995 1?94, om/ t99J, req~cll•-cly• 't~IIIJtJ·S] II mt/1/0n, J ]OJ mtllton 01td 
J 170 rrulfwn. r-oll <~/ rcwmur.t ·S( 101:1} milium. Sf JOY! Mltlwn ,, .. J SriJ lJ ,,/1/i n·. Jrllt"l!· grnrrol 01"-l cai,llrr/Jiral/l.'t· ) 4f. 

mllltoll. $./7 nul11on 0111' SJY mt/Jwn, r-qwtly m pr<-Wt: "" UJtl<' of /:.'llln(~tmllrnl (_~roup-S('JJ J 1111/ltofl, 1•/.'UJ "''"'"·' Ulltl 
{ 1/ 5) •milton. m~rtlll Ulrd Qlhtr. tJti..S(i'lJ .,,/ho11, S I J mdiJCHI 011d S(J) •1111i011, tMIII 1 oqJ<m.llr t•J'<'fl1tt · Sfl:l ffllliu.m, Jt>U 

'"'" /()ff ~ J60 ffiiiiiQtf 

••includcsdqn:lc .. horundamortl:r.honexpcrucof S 559 S 437 S 424 
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TIME WARNER 
1$8 .• ~Jit,.V#tL IIKPO.T 

Bqt14loa Global B·.-ands 

Consolidated Statem~nl of Cash Flows 

Years l.:.ifded December 31. (mllbom) 

O~r•tions 

Net loss 

Adjustments for noncash and nonoper a ling ltC"m~ 

Extraordinary loss on retirement of debt 

One·time tax charge• 

Depreciation and amoni7.atton 

Noncash interest expense 

Excess (deficiency) ofdistnbutions over equ1ty m 
pretu income of Enten11inment Group 

Equity in income of other investee companies, net of 
distributions 

Changes in operating assets and liabilittc~ 

Receivables 

lnvcnt<mc~ 

Accounts payable and other ltab•hties 

Other balance sheet changes 

Cash provided by operations 

I nvtstinJ Activ ilitl 

Inve-stments and acqu1stt1on~ 

Capital expendnurt.s 

lnvestmenl proc.eeda ____ ..;.._ __________ - -~--

199 s 19<}4 1 99 J 

s s ( 166) (91) ~ (221) 

42 H 

70 

.S~9 4n 424 

176 219 185 

M07 (~6) ( 26 I) 

(16) ( 17) -

(hH) (47) (71) 

(~2) (JS) 20 

160 124 206 

(391} (2~8) (I '2) 

1,051 473 257 

(381) (187) (17~) 

(266) ( 164) ( JC)8J 

176 IlK 101 

Cuh uled by investins activities 
---- --- (271) (2.JJ) (270) 

Financing Acti\litin 

BorroWJngs 

Debt repaymenb 

Issuance ofCompany-obli~l·ed mandatonly 
redeemable preferred securities of subs1d1ancs 

Redemption ol old Series D preferrC'd st,•cl. 

D1v1dends paid 

Stock option and dividend rei.westment plans 

2.023 'H2 4,714 

(2,b9J) (62b) ( 1,59~) 

949 

O.·W·J~ 

{171) (142) (299) 

1"6 l4 1)2 



Olhcr, pnncipally financing costs (91) (6) (14J) 

Cash provided (used) by financing activities 123 (I S8) (729) 

lncrt'ase (Decrease) in Cub and t:quivalt'ntJ 903 82 (742) 

C11h 1nd F.quina.na• al Utainnina of P•riod 2M1 20(} <)42 

Cash 1nd Equivalen11 11 t:nd of Prriod .. S I, Ill~ S 282 S200 
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E W·ARNER: 
l tQ ~"f'U~ L a&PD .. T 

~ .. 
But dl111 Global B:t"a~tl• 

Consolidat~d Saat~ment or Shareholders' t:quity 

(m1/llmu. exc~pt 
per .V.Ure 
I amount.f) Stock ,.~tod , < Of"'"' liUifu IJefkll 

lflp .1. ~~rCommOtl 
1

PmJ-J"I'It lnreall:tc/J!.4n·,,mulat.:J 1. 1 :] 

l 
rtJf!"t • , 1 • • r · l1 o ltl 

---- -- .l .I .l 
,·BAI..ANC£ AT 

1
1 l l ~· 

1 DECEMBER Is 129 Is 372 1 ss.606 Is-
31, 1991 __I 
.~t less -= J '-~~ 
~endson 1 
I 
conunon 1 

stock-S J I per J 
share 

---
Dividends on 

IISaies 8 
preferred 
stock-S9 28 per 
share 

• I 

r Dividends on old ' 
Series C 1nd 0 
preferred ~tock 
to dales of 

1 
redemption or 
exchange 

i 'change of cJcil[ 
Series C I 
preferred ~t~ck 1 ( 128) 
and rtdempuon I 
of old Senes 0 
preferred st~~ 

u nrealized gains 
on ccr1aan 

marketable 
equity 
investments at 
adopuo n of FA S 
11 5 

1Shares issued 
pursuant tu stock 

'joption and 
dividend 

~-
--. 

I 

4 

l 

II 
1(6.240) 

' I ':----

205 

s (940) 

(221) 

(116) 

(106) 

( .3 II) 

S8,167 I 

~(221) 
·r 

11(116) 

II 
I 

I 

1 
(6,679) 

20.S 



I 
reinvestment 
plans l _ _![_ J 
'other 1 ! 2- - Jl r;-l ___,J 
~==- - [_ __ [ -
~~~~~~~:11~ J1 11:--]~~.:- r205 
Jlt.199J !,____ t 
J§t~ J 
roividends on 1 
I 
common 
stock-S 35 per , 
share (S 09 per I 
share per quarter 

I effective for the 
second quaner of 
1994) 

Dividends on 1 

Series B 
preferred 
stock-$9.28 per 
share. 

!Unrealiz_ed losses 1 
jon cenam 

j
mar.ketable 
eqUity 

Jinvestments 
~ - = 
Shares issued 
pursuant to stock 
option and 
dividend 
reinvestment 
plans 

4 

L 

(75) 

53 

j 

1(44) 

·I = · 
1
( I, 751) 

I 

_!21 ) 

r 
I 

~~~--- !(6) J 38 

t:~~~i~:T lUifJ7~- ljz.~ss ]l no - -~(1~910~ 
31, 1994 I L_j L_, 
~Loss j ( 166) 

Divide~~ 

I common__ j 
stock-S 36 per 1 ( 1 38) 

[_Share _ j 
Oividem1s ~ l 
Series B 
preferred 
stock-$6 40 per 1 

3 

Lshare J. L - J 

foividends on l 

(I 33) 

I 

(75) 

54 

(13M) 



new Series C. D. 
G. Hand I 
preferred 
stock-$3. 75 per 

rhare per year 
effective from 

~ respective 
dales of issuance 

~~ssuanu of 
' 

r.onunon and 
preferred stock 

14 lin the KBLCOM 
I and Summit 

Jl lacquisitions I 
p~of 

r I 
1preferred 'toclc I 
lin the 1 S 

'ITOCHUffosh;j 
1transact•~n 

!Unreali~ losses 
on certain 
!marketable 
I equity 
linvesunenls 
' 

I 

I 
I S- twes- - is-s-ued-- l~ 
1 pursuant to stock 

I 
option and 

4 
.
122 

dividend 

I reinvestment '-==~lu 
llplam = 
r~r _ d 0[;-] 
BAL\NCt:AT 'EJ~ DECEMBt..R S 30 S 388 
Jl, 199S l 
- -- --~ I 

(14} 

I 
1(44) (44) 

17 
r--

IS(2.289) 

1,384 1 

J 
l 

ll,JSO I 
L r 
( 14) 

126 

II 
jp6 . 

I 

I ~1.6<>7 
,, 

-
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TIME WARNER 
tea• ""'JI~l- ~CI'QflT 

, j ; ' 

~~thUo •. !Q\o.bal B.~and$ 

Notes t.o Consolidated Financial Stateanents 

1. ORGANIZATION ANI> SUMMARY OF SIGNWICANT ACCOUNTING I,ULJCil:S 

De.•tription or Business 

Time Warner Inc. ("Time Warner" or the "Company") is the world's leadmg medaa company, whose 
principal busines.s oojective is t'o create: and distribute branded infor·mltl(ln and entertainment 
copyrights throughout the world. Time Warner has interests in three fundam(.'lltal1ucas ofbusmcss 
Entertainmem. consisting princiJ ally of intere~ts in recorded music and mus1c putJiishing, filmed 
enterta.inme11t, broadcastmg, theme parks and cable television programmmg. News and Information, 
consisting principally of interests in magazine publishing, book publishirw and direct marketing. and 
Telecommunications, consesting principally of interests in cable telcvJSion :.y'>h:ms Substantially all 
of rime Warner's interests in filmed entcrt.tinment, broa .. casung. them!.! parb. cable telcv1sion 
programming and most of its cable television systems are held through Time: Warner Fntc1tai1.mcut 
Company, L P ("TWE"). a partnership in whil-h Time Warner owns a 74 49% rc!:idual equity 
interest and certain priority capital interests senior thereto Time Warner does not consolidate TWE 
and certain related companies (the "Entertainment Group·) for fmancial reporting purposes because 
of cenain limited partnenhip approval rights re.lated to TWE's interest m certain cable television 
systems 

Each of the business interests within Entertainment, News and InformatiOn and TclecommunKation~ 
is important to management's objective ofincreasmg shareholder value through the creation, 
cxten~ion and distribution of recognizable brands and copytights throughout the world Such brands 
and copyrights include (I) copyrighted music from many of the world's lt:admg recording anisrs that 
is produced and distrib~o~ted by a family of .e~tablished rewrd labels such as Warner Bros Records, 
the Atlantic and Elektra Entertainment Groups and Warner Music lnternalional, (2) rhe umque and 
extensive film and tele-vision hhraries of Warner Bros and trademarks such as the I ooney Tunc~ 
characters and Batman, {J) 1 he WB Network, a new nationa! broadcasll1lY network launched 1n 
1995 as an extension of the W amer Bros brand and as an otdditional d1~1 ribut 1on outlet fur Warnl'r 
Bro.s · collection of children cartoont~ ftnd relevi~ion programming, ( 4) S1)( f:lags. the large~t regional 
thl•mc park operator in the Umced State:.. tn wh1ch TWE owns a 49% mterelit. S) HBO and 
Canemax, the lead1r>g. pay televiston services, (6) magazine franch1~es such as Time, People and 
Sports Illustrated and direct m1rkc:11ng brands such as Time Life Inc and Book-of·lhe-Month Club 
and (7) T1me Warner Cable, the ~econd large~t operator of cable telev1s1on ~y~tems in the US 

The operating results of Time Warner's vanous bu~rnesc interests are presented herem .. s an 
indication of ftnancial performance (Note IJ) Except for stan·up !IJS5e!. incurred in an ("lfort to 
create value in a branded raationaJ broadcasting network. Time Warner's print.·1p11l busmes!l tntcrC'sts 
generate signiftcant oper111ting income and cash flow from operations The cash flow from operations 
generated by 'IUCh bU~InCSS interestS IS ~ignif1cantl)' greater than their Operating income due IO 

-;•gmf•.;ant amounts of nooc.ash amortization of intangibl~ assets recognized in various acqu1s1tions 
accounted forb~ the purchase method of acc<,unting Noncash amonizatitHI of •ntan~•bl~ a~ -:e:1 
recorded by Time Warner's busineu inter.;sts, mcluding the uncomol&dalcd busaness Ull<~reS 1 .S o(thc 
Entertainment Group, amounted IO $822 mtlllon m 1995. sn2 million in 1994 and S76H milliv'l in 
1993 



Basis or Consolid•tion and Accounting 
or JnvntmentJ 

The consolidated fmancial statements include I 00% of the assets, liabilities, revenues. expenses, 
income, loss and cash flows of Time Warner and all companies in which Time Warner has a 
controlling voting intere5t ("subsidiaries"), as if Time Warner and its subsidiaries were a single 
company Significant intercompany accounts and transactions between the consolidated companies 
have been eliminated. 

The Entertainment Group and investments in certain other comp.mies in which Time Warner has 
significant influence but less than a controlling voting interest, are accounted for using the equity 
method Under the equity method, only Time Warner's investment 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 investee, less any additional cash investment, 
loan repayments or other cash paid to the investee are included in the consolidated cash nows 

In accordance with Financial Accounting Standards Board ( "F ASB ") Stateml!nt No 115, 
M Accounting For Certain Investments in Debt and Equity Securities," ("FAS 115") investments in 
companies in which Time Warner does not have the cont Jlling interest or an ownership and voting 
interest so large as to exert significant influence are accounted frr 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 sains and losses on 
investments accounted for at market value are reported net-of-tax in a separate component of 
shareholders' equity until the investment is sold, at which time the realized gain or loss is included in 
income Dividenrls and other distributions of earnings from both market value and cost method 
investm«~ts are included in income when declared 

The effect of any changes in Time Warner's ownership interests resulting from the issuance of equity 
capital by consolidated subsidiaries or equity investee~ to unaffiliated parties 1s •~dudcd in mcomc 

Foreign Curnncy 

The financial vosition and operating results of substantially all foreign operations are c:onsolidatcd 
using the local currency as the functional currency Local currency assets and liabilities arc 
translated at the rates of exchange on the balance sheet date, and local currency revenues anJ 
expenses are translated at average rates of exchange during the period. Resulting translation gains 
or losses, which have r.ot been material. are included in accumulated deficit foreign currency 
transaction gains and losses, which have not been material. are included m operating rcsuhs 

Usr or Estimatrs 

The preparation of financial statements in conformity with generally accepted accounrinb pnnc1ples 
requires management to make estimates and assumptinns thlt affect the amounts reported in the 
financial statements and footnotes thereto Actual results could di.fer from those c~timates 

Significant estimates int-)erent in the preparation of the accompanying consolidated financ1al 
statements mdude management's forecast of anticipated revenues from the )ale of future and 
existmg music and publishing-related products in order to evaluate the ultimate rewvcrability of 
accounts receivables and artist and author advances recorded as asseu iu the consolidated balance 
sheet Accounu receivables and sales in the music and publishing industries are subject to 
customers' rights to return unsold items anagement periodically reviews such es1imates Md •t IS 

reasonably possible that management'• auenmenl of recoverability of accounl!i rcccivallll..'., and 



ind1vidual anist and author advances may change based on actual results and other factors 

Rrvrnurs and Cos11 

The unearned ponion of paid subscriptions is deferred until magazines are delivered to suiJKrib4:ri 
Upon each delivery, a proponionate share oft he gross subscription price is included an revenues 

Inventories of magazines, books, cas5Crtes and compact discs are lltated at the lower of cost or 
estimated realizable value Cost is determined using first-in. first-out, last-in, first-out, and average 
cost methods. In accordance with industry practice, cenain products (such as magazines, booj(s, 
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 future returns Returned goods included in 
inventory are valued at estimated realizable vaii.Je but not in excess of cost 

A Significant portion l")f cable system revenues are denved from subscnb4:r fees, wh1ch arc recorded 
as revenue in the penod the service is p1uv1ded 

Ad\o'tr1ising 

Advertising costs are expensed upon the first exhibition of the advertiKment, excc.:pt for certain 
direct-response adveni\ing, for which the cmts are capitalir.ed dOd amoniled over the expected 
period of future b4:nef•ts DirecHesponse advertising principally con~iils. of product promotional 
mailings, broadcast advertising, caaalogsand other promotional cosu incurred m the Company's 
direct-marketing businesses Deferred advertising costs arc ·enerally amortized over periods of up 
to three years subsequent to the promotional event using 5traig.ht-line or accelerated methods, with 
a significant ponion of such costs amortiled in twelve months or less Deferred advertising costs for 
Time Warner amounted to $195 million and $I 7 5 million at December 31, 1995 and 1994, 
respectively. Advertising expense for Time Warner amounted to $1.045 billion in 1995, $93 I 
million in 1994 and $831 million in 1993 

Ca1h and Equinlenta 

Cash eqUivalents consist of commercial 'paper and other investments that are readily conw-t>rt1ble into 
cash. and have onginal maturities of three months or less Noncurrent cash and equivalents at 
[)cccmber 3 I, 1995 consiSt of net proceeds rece1\lcd from 1 he is!luance of Prch:rred Trust Securities 
10 December 19<l5, which were segregated for the redempt1on of the 8 75'% Convert1ble Debentures 
m february 1996 (Notes 6 and 8) 

Proprr1y, Plant and •:quipmtnl 

Property, plant and equipment are stated a! cost Additions to cable property, plant and equipment 
generally include material, labor, overhead and interest Depreciation is prow-1ded generally on the 
straight-lme method over uiCfullives ranwing up to twenly-ftve years for bUIIdm~s and 
trnprovemcnts and up to fifteen years for furnllure, fixtures. cable telev•stun equtpment ancJ other 
equipment 

In March 1995, the FASj:J inued Statement of Financial Accounllng Standards No 121, 
"Acc<'untm~ for the Impairment of Long-Lived As5C1s and for Long-Lived Asse1s to Be [)1sposed 
Of." ("F AS 121 ") effective for fiiCAl yean b4:ginning after Dcccmb4:r 15, 1995 The new rules 
establish standards for the recognition and measurement of impairment losses on long-lived assets 
and certain intangible as5C1s Time Warner expects rhat the adoption ofF AS 121 will not ha"e a 
material effect on i1s fmancial o;tatement~ 

Intangihlr Antll 



As a creator and distributor ofbranded information and entcnainmcnt copyrights, Time Warner has 
a significant and growing amount of intangible assets, includmg goodwill. cable tc1c:vismn franchises 
and music catalogues, contract! and copyrights In accordance with generally accepted accounting 
principles, Time Warner does not recognize: the fair value of intemally-gcneratc:d intang1ble assets 
Costs incurred to create: and produce copyrighted product, such as compact di§.Cs and cassettes. arc 
gc:neraJly either expensed as incurred, or capitalized as tangible assets as in the case or cash 
advances and invc:ntoriablc: product costs However, accounting recognition is not given to any 
increasing asset value that may be associated with the collection oft he underly1ns copyTighted 
materiaJ Additionally, costs incurred to create or extend brands, such as masazine titles, senerall~ 
resuh in los.scs over an extended development period and are recognized as a reduction of income a!i 
incurred, while any corresponding brand vaJue created is not recognized as an intangible: &isct i'l the 
consolidated baJance sheet On the other hand, intangible: as~ets acquired 1n husincs~ comhinations 
accounted for by the purchase method of accounting are capitalized and amonir.ed over their 
expected useful life: as a noncash charge agamst future results of operations Accordingly. the 
intangible assets reponed in the consolidated balance sheet do not renect the fair value of Time: 
Warner's internally-generated intangihlc: assets, but rather are limited to intang1ble a!lsets rcsulling 
from ccnain acquic:ntertainment copyrights, Time Warner has a significant and growing amount of 
intangible assets, including goodwill, cable televi 

Tune Warner amonizes goodw1ll over periods up to fony years using the ~traight-line method 
Cable: telc-\tision franchises, music catalogue3, contrac;:b anr1 copyrights. and lther intangible as~ct) 
are amonizc:d over periods up to twenty years us.ing the straight-line method In 1995, 1994 and 
1993, amonization of goodwill amounted tu S I 7~ million, S I ~8 r.1illion and S 148 millmn, 
respectively, amonization of music copyrights, anl!its' contracts and record catalogues amounted to 
$118 million, $11 S million and $113 million, respectively; amonization of other intangible assets 
IUOOUnted to $43 million. $31 million and $31 million, respectively, and amonir..ation of cable 
television franchise~ amounted to $42 million in 1995 Accumulated amonir..ation of intan-gible 
assets at December 31, 199S and 1994 amounted to $1 845 billion and Sl 50~ billion, respectively 

Time Warner separately reviews the carrying value: of acquired intansiblc assets for each ~cquired 
entity on a quanerly basis to determine whether an impairment r.::Jy exi!>t Time Warner considers 
rdevant cash flow and profitability information, including estimated futu; ~ operating results, trend~ 
ar.d olher "vailable information, in usessing whether I he: rarrying value of inlang•hle as~ts can be 
rtcovered. Upon a determination that the: carryinp. value of intangible as3ets will nt•l he recovered 
from the undiscounted future cash flows of the acquired busmess. 1 he carrying value of such 
intangible assets would be considered impaired and will be reduced by a charsc to opcr.1tions m the 
amount of the impairment Impairment is measured as any deficiency in e~11matrd undiswunted 
future cash flows of the acquired husmess to recover the carry1ng value rcldleu to the mtang1hle 
assets 

Income taus are provided usins the liability method prescribed by ~ ASB Statement No 109, 
• Accounting for income Taxes " Under the: liab1hty method, dc:fcrrl"d Income taxes refle~t tax 
carryforwards and the net tax effects of temporary ditTerence~ between the call)'lll)! amount of 
as.seu and liabilities for financial statement and incom~ La.>. purposes, as determined under r-nacted 
tax laws and rates The financial etTect of changes in tax laws or rates is accounted for ir' the period 
of enactment. 

ReaJiz.ation of the net operating loss and mvestment tax credit carryforwards. wh1ch were acqu1red 
in acqui-sit1ons, are accounted for as a reduction of goodwill 

The principal operilhOM of the E-.ntertilinmcnl Gruup are conducted hy partnerships ln~.:ome tv 



r111. ten!'i.C includes all income ta'l(es related to Ttmc Warner's allocable l>hare of panncrshtp mcomc 
and tls equ•ty mthc tm:onu.· tu l"XJK"'RIC of cnrpor•te suh-.•d•ancs nfthc partnershtps 

Stock Options 

In accordance with Accounting Principles Board Opinion No 2S, "Accounting for Stock luucd to 
Employees. • compensa.tion cost for stock options is recogniud in income based on the excess. if 
any, ofthc quoted market price of the· 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 stod 
options granted to employees equals or excr~s the fair market value of Time Warner common 
stock at the dat~ of grant. thereby resulting in no recognition of compcn.sation expense by Time 
Warner 

Lou Pu Common Shart 

loss per common share is based upon the net loss applicable to common share~ ancr preferred 
di\'idend requirements and upon the weighted average of common shares outstanding during the 
pcnod. The converston of securities c.onvenible into common stock and the t:)(cJCISc ofl>tock 
op1ions were not assumed in the calculatiOns of los1 per common share hccausl" the enrct would 
have been antldilut1ve 

K~cl• ssificalions 

Cenam reclass•ticatmn~ have t~en made to the priw vear11' linanctal statement' lu c:onlorm to the 
J99S presentation 
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l. ENTERTAINMENT GROUP 

Time Warner's investment in and :~mounts due to and from the Entertainment Group at l>cccmbcr 
31, 1995 and 1994 consist of the following 

Dt~MMr J/, {IIIUIIiOII3) 

Investment in TWE 

Incnmc tax and stock option 
related distributions due from 
TWE 
Credit agreement debt due to 
TWE 
Other liabilities due to TWE, 
principally r('latcd to home 
videO! dimibutwn 
Other receivables due from 
TWE 

lnvestments in and amounts 
due to and from TWE 
lnves_tment in other 
Entertamment Group 
compuia 

/99j 199-1 

s s 
6,179 S,2K4 

122 42] 

(400) (400) 

(354) (266) 

76-

5,623 5,041 

Ill ]09 

_T_ow _________ ss. 734 ss.JSo 

TWE is ·a Delaware limited pannership that was capitalized on June 30, 1992 to uwn and operate 
substantiaJiy all ofthe Filmed Entertainment, Programming-HBO and Cable bu'iinesses previously 
owned by subsidiaries of Time Warner Certam Time Warner subs1d1anes are the general panners or 
TWE ( .. Time Warner General Partners") Time Warner acqu1red the aggregate I : 22% limned 
partnership interecots previously held by substdiaries of each ofiF)('HU torporation {"ITOCHU") 
and Toshiba Corporation ("Toshiba") in 1995 for an aggregate cost ofSI 36 billion. conSISting of 
I 5 mtllion shares of convert1ble prefened stock ( Senes G Preferred Stock. Series II Preferred Stock 
and Series I Preferred Stock} and SIO million in cash (the "ITOCHUffoshiba Transact1nn") The 
ITOCHU!foshiba Transac.tion wu accounted for by the purchase method ofaccounting for 
business cornbinattons 

After rhc ITOCHU!foshiba Transaction, Time Warner and ceuain of its wholly-owned sutJsidiaries 
collectively own 74 49-1. of the pro rata pr-iority capttnl and residual cqully mtcrcsts 1n TWE. and 
certatn additional senior and junior prionty capnal .interests 1 he re111aining 25 51% pro rata priomy 
capitaJ and residual equity limited partner~hip incerests are held by a $ub~idiary of U S WEST, Inc 
(·uS WESr), which acquired such mteresrs 1n 1993 for Sl 532 billion of cash and a Sl 021 billion 
4 4% note (the ·uS WEST Note-} 

Eacll partner's interest in TWE consjsts of the initiJI prionty CA'pil.a.l and residual equity amounts that 



were assigned to that partner or its predecessor based on the estimated fan value cfthe net assets 
each contributed to the pannership, as adjusted for the fair value of cenain assets distributed by 
TWE to the Time Warner General Par1ners in I 993 which were not subsequently reacquired by 
TWE in I 995 ("Contributed Capital"), plus, with respect to the priority capital interests only, at~y 
undistributed priority capital return The priority capital return consists of net pannership income 
allocated to date in accordance with the provisions ofthe TWE partnership agreement and the right 
to be allocated additional partnership income which, together with any previously allocated net 
pannership income, provides for the various priority capita] rates of return specified in the table 
below The sum of Contributed Capital and the undistributed priority capital return is referred to as 
"Cumulative Priority CapitaJ." Cumulative Priority Capita) is not necessarily indicative of the fair 
value of the underlying priority capita) interests principaJiy due to above-market rates of return on 
cenain priority capital interests as compared to securities of comparable credit risk and maturity, 
such as the 13.25% rate of return on the junior priority capital interest owned by subsidiaries of 
Time Warner Funhermore, the ultimate realization ofCumulative Priority C'apitaJ could be affected 
by the fair value ofTWE, which i~ subject to fluctuation. 

A summary ofthe priority of Contributed Capital, Time Warner's ownership ol Conlributed Capital 
and Cumulative Priority Capital at December 31, 1995 and priority capital rate~ of return thereon is 
set tonh below· 

Priority 
Capital 

Pnority of (. , Rotes of 
(~ .h J(' h d umural/llf!!R • • Olllrl ute onln utr 

1
) rlllrn 

( , . 1 (' t• r10nty ~~~£ 
aplla ap11a C . I , ,u~r 

(bJIIwns) aplla 'mnum 

$14 

comprmdl!J 
quarterM 

8 ()()0/o 

% 
()wm:J 

by 1'lme 
Warner 

I 00 ()()0/o 
Senior 
priority 
capital 
Pro rata 
priority 
capital 
Junior 
priority 
capital 
Residual 
equity 
capital 

5.6 87 JJ oo%• • • • 74 49% 

29 46 13 25%••• •• 100 00% 

3 3 3 3.... •• • ••••• 74 49% 

• Excludes pumcrwup anc.omc or kl'd aiJo;aled lkemo 

• •• • I I (J(}" o Lo ihc Ulchl ~urrt11lh doslnbuU!d 

••••• II :!5'o 1o lhc ul~nl Ulnl:urrentl)" dttlnbulcd 

••• •••t<c»o.J..~o~l cquoLy c.~ptl.ll •• nul cuhllod 10 1&81~ pnonty filet u( rclum •nd. aa -h. 111 Cumuilh~o~c: i'r~onty C1p4lll 11 cquallo Us 
Conlnbutcd Ctpllal H~. an lhc UK of c:ocna.n cvcn!IIUCh u lhc: l~qul(!.ta.w~ at daaaiul1101'1 or lnldu.~l cq1ury <:.~J1411: 11 cnt.lkd lo 

any cxc:css of the Clif Yaluco(lhc lid uecu ofTWF.: o~ the ....-ep1c: unounl o(Cumuillavc Pnonl) Clf"~ 111<1 o.poc.al t.t.> 
&llotaliom. The: ratdllli cqutly Conlnbukd c.pnal Nl pnoror, u-.~ '"' Pf'N"'I""Y ITI.unu on JURIIJI •nd pro r1t.t. pnonl'l Clf'ILII 



Because Contributed Capital is based on the fair value of the net assets that each partner contributed 
to the partnership, the aggregate of such amounts is significantly higher than TWE's panners' capital 
as ~eflected in the consolidated financial statements, which is based on the historical cost of the 
contributed net assets For purposes of allOCIUing partnership income or loss to the panners, 
pannership income or loss is based on the fair vaJue of the net assets contributtd to the pannership 
and results in significantly less partnership income, or results in pannership losses, in contrast to the 
net income reponed by TWE for financial statement purposes, which is also based on the historical 
cost of contributed net as~ts. 

Under the TWE partnership agreement, partnership income, to the extent earned, is first allocated to 
the panners so that the economic burden of the income tax consequences of pannership operations 
is borne as though the pannership were taxed as a corporation ( .. special tax allocations"), then to 
the senior priority, pro rata priority and junior priority capital interests, in order of priority, at rates 
of return ranging from 8% to I 3 25% per annum, and finally to the residual equity interests 
Partnership losses generally are allocated f1rst to eliminate prior allocations of pannership income 
to, and then to reduce the Contributed Capital of. the residual equity. junior priority capital and pro 
rata pnority capital interests, in that order, then to reduce the Time Warner General Panners' senior 
priority capital, including pannership income allocated thereto, and finally to reduce any special tal< 
allocations To the extent pannenhip income is insufficient to satisfy all special allocations in a 
particular accounting period, the right to receive additional pannership mcome necessary to provide 
for the various priority capital rates of return is carried forward until satisfied out of future 
pannership income, including any pannership income that may result from any liquidation or 
dissolution of lWE. 

The TWE pannership agreement provides. under cen&n circumstances. for the distribution of 
pannership income allocated to the senior priority capitaJ owned by the Time Warner General 
Panners. Pursuant to such provision, $366 million ofpannersh.ip income was distributed to the 
Time Warner General Pan:-~s in 1995. 1bc senior priority capital and, to the e:~ttent not previously 
distributed, pannership income aJiocated thereto is required to be distributed in three annual 
installments beginning on July l, 1997. The junior priority capital owned by subsidiaries ofTime 
Warner may be increased if cenain operating performance targets are achieved over a five-year 
period ending on December J 1, 1996 and a ten-year period ending on December 3 I . 200 I 
Althoug.h satisfaction of the ten-year operating performance target is indeterminable at this time, it 
is not expected that the five-year tuget will be attained. 

TWE reported net income uf $73 million, S 161 million and S I 98 million in 1995, 1994 and 1993, 
respectively, no ponion of which wa~; allocated to the limited partners Time Warner did not 
recognize a gain when TWE was capitalized TWE recorded the assets contributed IJY the Time 
Warner General Partners at Time Warner's historicaJ cost. The excess of the Time Warner General 
Panners' interest in the net assets ofTWE over the net book value of their investment in TWE is 
being amortized to income o .... er a twenty year period 

U S WEST has an option to obtain up to an additional 6.3 3% of pro rata priority capital and 
residual equity interests, depending on cable operating performance The optior. is exerci..able 
between January I, 1999 and on or about May 31,2005 at a maximum e:~terci'ie price of$1 25 
billion to S 1.8 billion. depending on t' .e year of exercise Either U S WES r or TWE may del..t 1 ha, 
the exercise price be paid w1th pannership interellJ rather than c11sh 

Each Time Warner General Panner has gulfanteed a pro rata ponion of approximate!)' $6 billion of 
TWE's debt and accrued interest at December 3 I, 19QS, based on the relative fair value of the net 
asse!s each Time Warner General Panner contributed to TWE Such indebtedness is recourse to 
each Time Warner General Panner only to the extent of its guuantee In addition to their interests 
in TWE and the other Entenajnment Gr~p companies, the assets of the Ttme Warner General 



Panners include the equivalent of29 6 million common shares ofTumer Broadcasting Sysh::m, Inc, 
12 I million common shares of Hasbro, Inc, 43 7 million common shares of Time Warner, a.ld 
substantially all the assets of Time Warner's music business There are no restrictions on the ability 
of the Time Warner General Partner guarantors to transfer assets, other than TWE assets, to panics 
that are not guarantors. 

Set fonh below is summarized fmancial infonnation ofthe Entertainment Group, which renects the 
consolidation by TWE ofthe TWE-Advance!Newhouse Panners.hip efTcctivc as of April I, 1995 
(Note 4), the deconsolidation of Six Flags Entertainment Corporation ("Six Flags") effective as of 
Tune 23, 1995 and the consolidation of Paragon Communications ("Paragon .. ) effective as of July 6, 
1995 

TIME WARNER ENTERTAINMENT GROUP 

Openring Stalement Jnrormation 

YeQ/'s E.Jtded 
December 3/, /995 /99.J Jl)93 
(mi/110115) 

Revenues S9,629S8,509S7,963 
Depreciation and 

1,060 959 909 
amortization 
Business segment 

992 852 905 
openibng income 
Intense and other, 
net 

539 616 564 

Minority interest 133 
lnc:ome before 256 176 2.81 
income taxes 
Income before 170 136 217 
extraordinary item 
Net income 146 136 207 

C•sh Flow ln(ormation 

YeQ/'s /:.Jtded 
~amber 3/. 
fm1/lions) 

Cash provided by 
operations 
CapitaJ 
el(penditurcs 
Investments and 
acquisitions 
Investment 
rrocceds 
Loan to Time 
Warner 
Borrowings 
Debt repayments 

19V5 /9Y4 IY93 

$1,495$1,341 $1,276 

(1,653)(1,235) (613) 

(217) (186) (368) 

1,120 184 

- (400) 

2,484 1,001 3,075 
(3,596) (953}(3, 734) 



Collection on note 
receivable from US 
WEST 

602 234 16 

Capital 
contributions 
Capital distributions ( 1063) 
Increase (decrease) 

- I ,532 

( 120) {20) 

in cash and 
equivalents 

(862) (267) 1,302 

Balance Sheet lnformalion 

December 31. (mil/lOllS) 

Cash and equivalents 
Total current assets 
Total assets 
Total current liabilities 
Long-term debt 
Mmurity interests 
Time Warner General 
panners' senior priority 
capital, consisting of 
S 1 364 billion Contributed 
Capital plus an 
undistributed priority reaum 
Panncr' capital, before 
deduction of the US WEST 
Note 
USWEST Note 

/9~5 /994 

$209 $1,071 
2,909 3,57 I 

18,96018,992 
3,230 2,953 
6, I 37 7,160 

726 

1,426 1,663 

6,745 7,262 

169 771 

The assets and cash flows ofTWE are restricted by the TWE partnership and credit agreements and 
are unavailable for use by the partners cKccpl through the payment of certain fees, rcimburseml'nfs, 
Cdsh distri-butions and loans, which are subject to limitations At December J I, 1995 and 1994, the 
Time Warner General Panners had recorded S 122 million and $89 million, respectively, of stock 
option related distributions due from TWE, based on dosing pnces ofTime Warner common Slock 
of$37.875 and $35 125, respectively Time Warner i§ paid when the options are exercised The 
Time Warner General Panners also receive tax-related dist11-butions from TWE The payment of 
such distributions wa§ previously subject to restrictions until July 199 5 and is now mad,. to the 
Time Warner General Panners on a current basis At December 3 I, 1994, the Time Warner General 
Panners had accrued $334 million of tax-related distributions due from TWE Du ing 19Y\ 1 he 
Time Warner General Partners rece1ved net distributions from TWl: m the amount ofSI Ot J 
billion, cons1sting of$366 million ofTWE partnenhip incC':ne allocated to the Time War'lcr 
General Partners' senior priority capital interest. $680 million of tax-related distributions and S 17 
million of 5tock option related distributions During 1994 and 1993, the Time Warner General 
Panners received net distributions from TWF. in the amount of S 120 m11lion and $20 milhon. 
respectively, conli&ting of S 115 million of tax-rrlated distrihutions and S~ million of stock option 
related distnbutions m 1994, and $20 million of stock opt1on related dismbutions in I 993 In 
addition to the tax, stock option and Time Warner General Partners' senior priority capital 
distributions, TWE may make other distributions, generally depcndin[l. on exchs Clllsh and credit 
agreement limitations The Time Warner Gencr.al Partners' full share of such distributions may be 



deferred 1f the lim1ted partners do not recc&vc certain threshold .tmounts by certain datrs 

On June 23, 1995, TWE sold 51% of lis &nterest an Six Hag~ to an investment group led by Bo5ton 
Ventures for $204 mill&on and receiv'-·d SMO million in add&tional proceeds from Six Flags, 
representing payment of cenam intercompany indebtedness and licensing fees As a result of the 
tran~c:tion. Six. Flags h.as been dcconsolidated and TWE's remaining 4CJO/o interest in Six Flags is 
accounted for under the equity method of accounting TWE reduced debt by approximately S8SO 
million in connection with the transaction, and 1 portion of the mcomc on the transaction has been 
d('ferred by TWE principally u a result of its guarantee of certain third·party, zero-coupon 
indebtedness of Six Aags due in 1999 

In the normal course of conductmtt t heH bu\l!lesacs, 'tune W a Iller and It 'i !!oUb!!oadiaries and atliliatcs 
have had various tranuctions with 'I WE and other Entertamment Group companies, generally on 
terms resulting from negotiatiOn between the affected units that in management's view results in 
reasonable allocations In 1995, TWE and certain subsidiarir:s of T1me Warner enrered into 
management services agreements, pursuant to which TWE receives fees for the menagement of all 
cable television systems O\o\o-ned by T1me Warner anagement fees paid to TWE in 1995 were not 
material In addition, Time Warner prnv1des TWE with cenain corporate suppon services for which 
it received a fee i'l the amount ofS64 million, \bO rmllion and $60 million m 1?95, 1994 and 1993, 
respectively 
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3. TBS TRANSACTION 

Time Warner has entered into an Amended and Restated Agreement and Plan of Merger dated as of 
September 22, 1995 (the "Merger Agreement"). whjch provides for rhc merger of each of Time 
Warner and Turner Broadcasting System, Inc ("TBS") with separate substdiane~ of a holdin~ 
company ("New Time Warner" and c;;ollectively, the "TOS Tran~ction") In connection therewith, 
the: issued and outstanding ~hares of each class of the capital stod of Time Warner will be 
convened into shares of a substantially identical class of capital stod.: ofNrw Time Warner In 
addition. Time Warner has agreed to enler into certain agreement!> and rclatt·d transacuon~ with 
certam sharenolders of TBS, in ludmg R E Turner and Liberty Med1a Corporation ("LMC"') The 
Merger Agreement and certain related agreements provide for the issuance by New T1mc Warner of 
approximately 172 8 million shares of common stock. par value S 0 I per share (mduding 50 8 
m1lhon shares of a special class of non-redeemable common stock to be tssucd to LMC, the "LMC 
Class Common Stock"). in exchange for the outstandu n TBS capual srocl.. tlw t~'>uancc of 
approJCimately 13 million stock opttons to repla~:c all outstandt.1g I US oplluns and the assumption 
ofTBS' indebtedness (wh1ch ·approxim:ul!d S2 c:; billion at December 31, J99S) As part of the TBS 
Transaction, LMC will receive an additional ftve rmllion shares of LMC Clas~ Common Stock 
pursuant to a separate option agreement which, together with the 50 8 milliun shares rece1'o'ed 
pursuant to the TBS Transaction, wdl be placed in a voting trust or, in ccnain circum,.tanccs. 
exchanged for shares of another !>pccial class of n<jn-votmg, non-rcdeemahll" common stnck of New 
Time Warner The ms Transaction will be accounted lo r by the purcha~c method of act:ountintc for 
busine~ combinations. 

The TB S Transaction is subject to customary closing conditions, including the approval of the 
shareholders ofTBS and of Time Warner, all necessary appro'o'als of the Federal Communications 
Commission and app10priate antitrust appro ... aJs ., here can be no a:.surance that all these approvals 
can be obtained or, in the case of governmental approvals, if obtained. will not be cor.ditioncd upon 
changes lo the tenns of the Merger Atcreement or tht related agreements 
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TIME WARNER 
••"" ~Hfi'Vft&.. R••oa-r 

~YUdlutt ~lollal ~"a~ds 
4. CABLE TRANSACTIONS 

On April 1, 1995, TWE formed a cable television joint venture With the Advance!Newhouse 
Pannership ("Advanc:e/Newhou-.e•) to which Advance!Newhouse and TWE contributed cable 
television systems (or interests tht1ein) servmg appro!timately 4 5 million subscribers, as well as 
certain foreign cable investments and programming investmrnts that included Advance!Newhouse's 
I oa;. interest in Primestar Panners, L P ("Primcstar") TWE owns a two-thirds equity interest in the 
TWE-Advance!Newhouse Pannership and is the managing partner TWE consolidate~ the 
pannership and the one-third equity interest owned by Advance/Ncwhou!le i!l rcllcctcd in TWL's 
consolidated financial stat.ements as minonty Interest In accordance with the pannership agreement. 
Advance/Newhouse can require TWE to purcha:,c its equity interest for fair maril.et value nt 
specified intervals following the death of both ofits principal "harcholdcts Bcgmnmg in the tlurd 
year, either panner can iniuarc a dissolution in which TWE would receivt• two-thirds and 
Adl.'&nce/Newhouse would receive one-third of the panner tip's net uset'> Tht usets contnbutcd 
by TWE and Advance/Newhouse to the pannership were recorded at their predecessor's historic 'II 
cost No pin was recognized by TWE upon the capitalizalion of the panncrship 

On Ma~ 2, 1995, Time Warner acquired Summit Communi~tions Group, Inc ("Summit"), which 
owned cable television systems serving approximately 162,000 subscribers, in exchange for the 
1ssuam:.e ofapproximately I 6 million shares of common stock and approximate!; J. 3 million sharc.s 
of a new convenibt~ preferred stock ("Series C Preferred Stock·) and the assumption of S 140 
million of indebtedness. The acquisition was accounted for by the purchase method of accounting 
for business combinations, accordingly. the cost to acquire Summit of approximately $3 S I million 
was allocated to the net assets acquired in proponion· to estimates of their respective fair values. as 
follows caDle television franchises-~3 72 million, good will-S 146 million, other current al}(i 
noncurrent assets .. $ 144 million, long-te-rm debt-S 140 million, deferred income ta'<cs-S I ob nullion, 
and other current liabilities-S5 m•llton 

On July 6, 1995, Time Warner acquired KULC'OM Incorporated rKBLCOM"). which owned cable 
telev1sion system~ serving approximately 100.0001 5ubscnbers and a 50% mtcrcst in l)aragon. wh~eh 
uwned cable tek ~~~•on ~ystems serving an add1t1onal 972.000 >ubscribers The other SO*% Interest m 
Paragon was already owned by TWE To acquire KllLCOM. Time Warnrr i~sued I rmllior. share~ 
of common stock and II million shares of a new convenible preferred stock ("Senes D Preferred 
Stock•) and assumed vr incurred approximateiy Sl 2 billion of indebtedness fhe acqui~ition wn~ 
accounted for by the purchase method Clf accounting for business combi-nations. at:(;ordmgly, the 
cost to acquire KD L..COM of approximatdy S I 033 b1llion was allocated to the net assets a'qu1red 
in proponu:m to their respective fair values, as follows investments·S950 million. cable te!e·v1s1on 
fra.nchises-S I .366 billion, goodwili-SSf!toJ million, other current and nor .::urrent usets-S2H9 milhon, 
long-term debt-$1.213 bitlion. deferred income taxes·$895 million. and other current hab•httc.'l>-S50 
million 

On January 4, I 996, Time Warner acquired CableviJion Industries Corporation (•CVI") and related 
companies that owned cable television systems serving approKimately I 3 mill!on subsctibers. in 
e!t.€:hangc for the 1ssuance of 6pproKimately 2 lJ million 1hares of common stock and approximately 
6 5 million shares of new convenible preferred stock (''Series 1:. Preferred Stock" and "Series F 
Preferred StockN) and the assumption or incurrence ofapproAimately S2 billion ofmdebtedness 



The acquisition is not reflected in the accompanying consolidated financial statements The 
acquisition will be accounted for by the purchase method of accounting for business combinations, 
accordingly, the cost to acquire CVt and relaled companies of $904 million is ex~ted to be 
preliminarily allocated to the net assets acquired in proponion to estimates of their respective fa1r 
values, as follows. cable television franctUses-S2J90 billion; goodwill-$688 milhon, other current 
and noncurrent assets-$481 .• tillion, long-term debt-S I. 766 billion, deferred income taxes-$7 3 l 
million; and other current and noncurrent liabilities-$! S8 million 

The accompanying consolidated statement of oper-ations includes the operating results of each 
business from the respective closing date of each transaction On a pro forma basis, giving effect to 
(i) all of the aforementioned cable transactions, (ii) the ITOCHUffoshiba Transaction. (iii) Time 
Warner's and TWE's debt refinancings and (iv) the sale of S 1% ofTWE's interest in Six Flags and 
the sale or expected sale or transfer of cenain unclustered cable television systems owned by TWE, 
as if each of such transactions had occurred at the beg.nning of the periods, Time Warner would 
have reponed for the years ended December 31, 199S and 1994, revenues ofS8 742 billion and 
$8.21 7 billion, depreciation and amonizat ion of $93 S million and S906 million, operating income of 
S656 million and $6S3 million, equity in the pretax income of the Entenainment Group of S286 
million and S205 million, a loss before e11traordinary 1tem of $255 million and S266 million (S I 02 
and S 1.07 per common share) and a net loss of $297 million and S266 million (S I 13 and S I 07 per 
common share), respectively. 
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TIMEWARNBR 
t t,S. .. ~":~1''- . ""~O)J.T. :. 

Bullding &l®al 1\.-:a~uts. 
5. OTIIF:R INVESTMENTS 

Time Warner's other investments consist of 

December Jl. (mdltoll'i) 1995 f')l)j -------------------
Equity method investments• S 1,898$985 
Market valu«: method 

375 435 
investments 
Cost method investments 116 IJ5 

_To_w _________ S2,J89Sl.555 

• Equity method investments include Time Warner's inves• 1ent in TBS which was carried at $541 
million at December 31, 1995 Time Warner has agreed to 1cquirr the remaining interest in TBS 
that it does not already own (Note J) 

arket value met hod investment~ include the fair value of 12 I malhon shares of common stock of 
Hasbro, Inc ("Hasbro") Notwtthstandang the market value per share, such sh;o•cs can be used, at 
Time Warner's option, to fully satbry e1ther its obligation~ with respect to the tcro coupon 
exchangeable notes due 20 12 (Note 6) or the C()mrpany-Qbligated mandatorily r~deemablc referred 
securities ofa substdiary due "1997 (Note 8) Bccau~e the issuance ofthe ma •• datorily redeemable 
prefCtTed securities provides Time Warner with protection lpinst the risk of depreciatiun of the 
market price ofHasbro common stock and the z.ero coupon exchangeable notes limit Time Warners 
ability to share in the appreciation of the market price of Hasbro common stock, th~.; combination 
thereof has effectively monetized Time Warner's inve.stment m Basbro 

In additaon to TWE and its equity investees, com-panies accounted for using the equity method 
include TBC\ (currently 19.6% owned), Cinamerica Theatres. L P (50% owned) and The Columbia 
House Company pannerships (50% owned} and other musac joint ventures (generally SO% owned) 
A summary of combined financial information as reported by the equity mvestees of Time Warner is 
se1 forth below 

Year.\" f ;,tJt!J 

tkcemhc.•r J J 1995 /99J jl)l) J 
(nullum.\) 

Revenue~ $5,123$4,444$.3, 16) 

Depreciation and 
219 182 J4(J 

amortization 
{)per at an~ tncmnr C.47 ~84 4C.O 

Income befurc 
extraordin1y ite.m!l 
and cumulative 188 281 1.01 
eflect of a chanMe m 
accounttng pnnc1p c 
Net income (lo.)s) 188 256 (I 35) 



Current a.sscts 
TotaJ assets 
Current liabiliucs 
Lons·term debt 
Totalliabahlles 
Total shareholders' 

2,272 2.113 1,586 
~.851 S.IQ4 4,111 
1,318 1,136 ns 
3,826 3,130 2,606 
5,886 5,423 3,992 

equity or panners' (35) (:!29) 119 
capital 
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TIME WARNER 
'885 AkNU~L. AllPOilT 

Building Global Brands 
6. LON< ;.·n.:RM OEOT 

Long~tc:rm debt consists of 

I:Hc~m~r 31, (t•t~lilotu) /995 /'Jf)./ 

7 45% Notes due February l. S500 SSOO 
19Y8 

7 QS% Notes due February I, 
500 

~00 
2000 
Floatins rate note~> due 
ALJgusl 15. ::!000 (6 8% 

inaerest rate) 
Re.dc.-cmablc reset norcs due 
August 15, 2000(8 7° yield) 
7 975o/o Notes due August 
15.2004 
7 75°.4 Notes dl!e June 15, 
2005 
8 11°~ Debentures due 
August 15, 2006 

8 18°/o Debenture~ due 
August I~. 2007 
Zero coupon exchangeable: 
notes due December I 7, 20 I 2 
(6 25% yield) 
Zt:ro coupou convertible 
notes due June 22. 20 I 3 (5'/o 
yield} 
9 12 c;•;o Dcbcnturess due 
January 15,201) 
~ 75°/o Convemble 
~ubordmated debemure~ dut 
January 10, 2015 
8 75% Debentures due" Apnl 
I , 2017 
9 ) 5°/o Debentures due 
February l, 2023 
Credit agreement debt due to 
TWE (6 8~, and 6 7% 
mterest rates) 

1.719 

272 • 

497 • 

C\45 • 

581 547 

1.019970 

I . ()()() I. ()(X) 

1,226 2.226 

I , 000 I. 000 

400 40() 

Timt Wunu Cablt Suhsilh•rif'l 

New Credll 1\greement 
(6 8% mterest rate) 

1,265 • 

l 



l>ebt Refinancings 

Summit I 0 5°;o Dcb"'ntures 
due Apnl IS, 200~ 
Othet 

Subtotal 
R~!classilication of debt due 

140 

II~ 

to TWL to amounts due lo ( 4001 ( 400) 
the Entcna111mcnt Group 

_r_ot_ai _________ S9.907 S8,839 

During 1995 and early 1996, in response: to favorahlc: market cond1tionl>, Tmte Warner rcfin~mcc:d 
approximately S4 billion of its public debt and, in conjunction w1th the cable acqUI~ition~. entered 
into a new credir agreement under wh1ch it refinanced apprmmn.ttely $2 7 hilhon of dcllt a~sumcd in 
the acquisitions, as more fully described below 

In June 1995. a wholly-own~d subsidiary ofTime Warner ("lWI Cable"). TWf: and the 
TWf ·Advance!Newhousc Panncrship executed a five-year revolving credit fac1lity (the "New 
Credit Agreement*) The New Credit Asreement enabled ,uch entitles to refin.1nce cc:nain 
indebtednes!\ assumed in the cable acquisll1ons. to liCfinan~c TWE's indebtedness under a 
pre-existing bank credit agreement and to finance the ongomg working capital. c;apital expenditure 
and other corporate needs of each borrower 

The New Credit Agreement permits borrowings in an a~regate amount of up to S8 3 htllion, with 
no scheduled reductions m credit l\iulabtlity prior to matunty Borrowmgs arc lmHted lu $4 b11lion 
in the case ofTWI Cable. S5 billion in the case oft he TWI:-Advance/Ncwhou~c Pannershtp· and 
$8 J billion in the case of TWE, subJeCt m ea~;h caSt- h) ~;crtaJO hmit.al1onl> and adJU)tmcnts Such 
borrowings bear interest at specif1c rate!> for each of the three tunrowcrll, ~cncrally equalro l. IBOR 
plus a m4rgin initially ranging from SO to 87 ~ basts pomts. whtch margtn wtll vary ba~d on the 
~;red it rating or fmanci.d leverage of the applicable borro wrr U nuscd credit ~~ available" for general 
business purposes and to support any commerc1al paper borrowings Each borrower is rc4uired to 
pay a commitiTent fee initially ranging from 2% to 35% per 11nnum on the unused ponion of its 
commitment TWI Cablr may Glso be required to p.sy an annual fac1hty fee equal to 187 .S0to of the 
entire amount of us commitment. dc.Jendtng on the le"el of It~ financJalle\lerage in any g1ven year 
The New CreJit AHrecment contains certain cmcnant.; for each borrower relatmg to, among other 
rhmgs, additional mdebtedness, liens on assets, cash Oow co'>erage and leverage rdlios, .!!ld loans. 
advances, distribution~ and other cash payments or transfer!> or asse1s from the borrowers lo thcu 
respective partners or atflhates Principally as a resuh ohuch restrictions, IC:lltricted net a~scts of 
consolidated subsidiaries of Time Warner amounted to appro"<Jmately S9~u milhon ;u Dcocembe1 3 I, 
1995 

In July 19Q 5. TWI ('able borrowed apprmumately S I 2 b1lh~m under the: New C red1t A grecment to 
refinance cena.in indebtedness assumed or inc;orred m the acquisitil n of KBI .COM An addi11onal 
Sl 5 bil11on v.•as borrowed by TWI Cable under the New Credit Agreement in January J<;?6to 
refinance cenam i~ btt. 1ness assumed or incurred 10 the acquisJ110n of CVI and relate•! compan1es 

In August 1995, Tuuc W'arner redeemed all of 1ts S I 8 b1llion princ1pal amount of outstandmg 
Redeemable Restt Notes due August 15, 2002 (the "Reser Notes") m c"<c..ilange for new securities. 
consisting ofapproximately $454 millior aggregate prineipal amount of Floating R;uc Notes due 
August IS. 2000. approximately S272 mrlhon aggreKBIC pr111..:ipal amount of 7 CJ7 4 

o Notr~ due 
August IS, 2004. apprm<imatcly SS45 m1lhon aggregate principal ammmt of 8 11°/• Debentures due 



August IS, 2006, and apprmtimftlely S~4~ million •HBregate principal allllllllll of M p~o-;, IJebenturcs 
due August IS, 2007 

Through periodic redemptions, Time Warner has fully redeemed its S3 I billion principal amount of 
8 75% Convertible Subordinated Debentures due 201~ (the "8 75% Convcrt1hle I>cbc:nturcs"), 
which were iuued in April 1993 in exchange for the old Series C preferred stock that was issued in 
Time Warner's 1989 acquisition ofWamer Communications Inc ("WCI") (Note 9) Time Warner 
first redeemed $900 million principal &."llount of 8 75% Convertiblt Debentures in July I 99] In 
September 199S, Time Warner redeemed approximately Sl billion principal amount of such 
debentures for $1.06 billion (including redemption premiums and accrued interest) and, in February 
1996, Time Warner redeemed the remaining S I 2 billion principal amount of !l 7~0 'o Convertible 
Debentures forSt 28 billion (including redemption premiums and accru~d 1n1crest) The Septemb~r 
1995 redemption was fmanced with proceeds from a S500 million issuance of 1 7 5% ten-year notes 
in June 1995, proceeds from a $374 million 1ssuance ofCompany-obhgatcd mandatonly redeemable 
preferred securities of a subsidiary in August 1995 and available ca~h and equivalent~ The February 
1996 redemption was fmanced with proceeds from a S5 75 millmn issuanrc ot- Company-oblisatcd 
mandatorily redeemable preferred securities of a suhsidiary in December 11}9~ and ,~!occeds from a 
S75 1J million issuance in January 19Q6 of (t) $400 milhon princ1pal amount of (1M~% thrrty-year 
debentures, which are putable by the holders thereof in year seven, (ir) S200 million princ1pal 
amount of 8 3% forty-year discount debenlures, which do not pay cash interest rN the fu:,t twenty 
years, (iii) S 166 million principal amount of 7 48o/o twelvt;-year debentures and (iv) S 150 million 
principal amount of8.05% twenty-year debentures See Note 8 for a description of the mandatnrily 
redeemable preferred securities issued in connectron with such redemptions 

An elCtraordinacy loss ofS57 million was incurred in 1993, principally in connection with tht 
redemption of $900 million of 8 75% Convertible Debentures and $529 million ofWCI senior and 
subordinated debentures. An extraordinary loss of $42 million was recognized m 199 5 m connection 
with the September l99S rcdempt1on of the 8 n% Convenible Debentures and the v.rite-oiT by 
TWE of deferred financing costs related to its formt'r bank credit agreement In addition, Time 
Warner recognized an extraordinary loss of S26 million in February 1996 m connection with the 
redemption of the remaining outstanding ponion of the 8 75% Convertible Oehentures 

Zero Coupon Notes 

Time Warner's zero coupon notes do not pay interest until maturity The zero coupon cxcha11gcable 
notes due December 17, 2012 are exchangeable at any time by the holders rnto an ag~rcsate of 12 I 
million shareo; of common stock of Hasbro, Inc ("Hasbro") at the rate of 7 .WI !>hares for each 
S I ,000 principal amount of notes, subject to Time Warner's nght to pay m whole or 10 part wtth 
cash instead of Hasbro common stock Time Warner can elect to redeo:m the note11 any time atler 
December 17, 1997, and holders can elect to have the notes redeemed pnor thereto in the event of a 
change of control. at the issue price plus accrued interest Holders also can elect to ha .. ·e the nctes 
redeemed at tht' issue price plus accrued intcre!it on Dec.:cmher I 7, I QQ7, 2002 and 2007. subject to 
Time Warner's nght to pay in whole or m part with Hasbro common stoclo.. mstead of cas:, The 
eqUivaJent conversion price ofHasbro common stock at the first date of redemption '" S54 41 per 
share, and will be adjusted thereafter in proponion to changes in t'•e ac.:crurd original issue discount 
of each note The 12 I hlillion shares oft lashro c.:ommon stoclo.. owned hy J'une Warner can be used 
hy the Company, at tis ~lection, to utrsfy its obligations under such notes or 1ts obligations under 
certa•n mandatorily redeemable preferred securities of a subsidiary (Note 8) Unamonizcd original 
issue discount on the zero coupon exchangeable notes due 2012 was S I 070 billion 3nd S I I 04 
billion at December 31, 1995 and IQ94, re~pectively 

rhe 1.ero coupon convenible notes due June 22. 2013 are crmvenible at any llmt· by the ~Jidc111 1010 

an aggregate of 18 7 m1llion shares of Time Warner common stock at the rate of 7 759 shares for 



each S I ,000 principaJ amount of notes Time Warner can el~t to redeem the notes any time after 
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 elect to have the notes 
redeemed at the issue price plus accrued interest on June 22. 1998, 2003 and 2008, subject to Time 
Warner's right to pay in wbole or in pan with Time Warner common stock instead of cash The 
eqUivaJent conversion price of Time Warner common stock at the first date of redemption is $61 44 
per share, and will be adjusted thereafter in proponion to changes in the accrued original issue 
discount of each nNe. Unamortized original issue discoum on the zero coupon convenible notes 
due 2013 was $1 396 bilhon and $1 4·45 billion at Decem~r ll, 199~ and JQ94, respectively 

·nvE-Related Obligalions 

Time Wa.cner and TWE entered into a credit agreement in 1994 t~at allows Time Warner to borrow 
up to S400 million from TWE through September I\ :woo Outstandmg borrowings from TWE 
bear interest at LIBOR plus 1%, per annum Tml~ Warner borrowed $400 mdhon in J9Q4 und~r the 
credit agreement. and used the proceeds therefrom principallv to repay ccnain of its notes a1 their 
rna!Unty In addition, each Time Warner General Panner has guaranteed a pro r;ua port1un of 
approximately $6 billion of TWE's debt and accnJed mterc!lt at December J J. 199S, a~ r.lOrc fully 
described in Note 2. 

lnttrtsl Esptnst and Maturities 

At Deu:mber 3 I. 1995, Time Warner had interest rate swap contrat.:ts to pay floatins-rates of 
interest and receive fixed-rates of interest on S2 G billion notional amount of mdebtcdness. whach 
resulted in approximately 43% of Time Warner's underlying debt bcang suhject to vanahle interest 
rates (Note 12). 

Interest expense amounted to $877 nullion in 1995, $769 m1llion in 1994 and S698 million in 1993, 
ancluding $28 million in 1995 and S 12 million in 1994 which was paad to TWE in connt'ction v.ath 
borrowings under Time Warner's $400 mrllion credit a~c:ement with TWE The we1ghtcd average 
imerest rate on Time Warner's total debt. including the effect of interest rate swap contracts, was 
7 9% and 8 I% at D~cember 31, 1995 and 1994, res~tively 

Annual repaym~nts of long-term debt for the five years suhequent to Occcrnbcr } I , 191)~ wn~ist of 
S·500 million due m 1998 and S2 2 I 9 b111ion due in 2000 Such repayments exclude the aggregate 
repurchase or redemption prices of SM6 million 1n 1997 and $1 I~ I h1lhon in 1998 relating to the 
zero 1...0upon t. <t.:han~eable notes and L~ro coupon convemble notes, respectively. in the year~ m 
wh1ch the holders of such debt may first exercise their redempt1on options 
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TIMRWARNER 
·~~ ~~~.,.#tJ. {I&P(U~T ... , 

Bq\ldi .. g 'Global ~..,.ltd$ 
7.1NCOME TAXF.S 

Domestic Rnd foreign pretax income (loss) arc as lilllows 

Y L'Uf.\ J·.nJed 
/)t•n:mhc.•t 31. 
(11111/toiiS) 

/91}5 /99-1 J9'i3 

Domest1c S(203) S(78) S(57) 

Fo~sn 20s 167 J3K ------------------
Tota.l S2 s 89 ~ 81 ------------------

Current and deferred income taxes (tax benefits) provided arc as follo~s 

Yean f;,lded /)e,·emJx•r 
31. (n11/lwm~ / 995 /99./ /IJ93 

Federal 
Cur-en1• s 42 s 66 s 45 
Deferred•• (167)(81) 11 
Foreign 
Current•• • 215 194 168 
Deferred 8 (45) (tl) 

Stale and Local 

Currtnt 78 79 86 
Deferred (SO) (33) (54) 

Total SI26SI80S24~ 

• fuc..lt.odc~ utdu;o•oon <'f til" ~Ill} l<>n>anh ol S I 0 I mdlw.Jollh I CJ9~. S..ll moll1on '" I'JIM and S I ~~. mrll.. . 111 I'I'J l I· \duoJe~ .. unrrll 111. 

~ncliU of S9 mollron tn 19'9S. S II rnrlhon on 19'J.S antiS I ..I rnoll"'"' 111 I 'J'H rr•ulrorr8 fr .. n thr c:\rrcoiC <~f ok..:ll. <>plonuo and •ntrro11 <~f 
>tJw;ted god. a"'ard,, "'hch u.rrr crcd•lcd Jot<'\. II\ lo J,.•d·ul"' .. l'llal. e.nd ""llt:lllla' ~~~lib o i S \ nulhon or. I'I'J5 111J ~' mall10n1n 

I 'J'Jl tcs4.1h>nj1 from Urc rctucmcnl of dcbl, u.hw..h 1cdoccd IJ~e el\lraordtn•l} kn.r.cs 111 ~Uto.h ~c.11n 

••• lndiJOa rOI'Cign '*11hho6dina 1.1.\rsul SI02 m"loon Ill 1995. S.7 .. nuiiiOio In I'I'J~ aoi<J S.7'1 n .. lhnol Ill I'Nt 

The differences between income taxes expected a1 the U S federal statutory income lax rale and 
income taxes provided are as set fonh below The relationship bf ween mcome before mcome ta'l(es 
and mcomc tax expens ... is mos1 aJTccted by the amonit.JJtion of goodwill and ccrtftm other linoncual 
statement e;~~.pcnses that are not dedu~o:lihle for uH.:.ome tax f'UrJXlseS and by 11 S70 million charge in 
19'.H to adJu5t the deferred income tax liability for the mcreasc m the U S federal statutory rate 
frortl 34% to 35% enacted into law that year 

Year.\ l~nJeJ {)e,·emht:r 
31. (nullwm) 1995 /99.J 1993 



Taxes 011 mcomc at lJ S 
Sl S31 s~s 

federal statutory rate 
State and local tucs. net 18 1() 21 
Nondeduc.:ublc goodwill 

100 97 116 
amorti7.ation 
Other nondeductible 

10 IO II 
expenses 
Charge to increase 
deferred tax liability for 70 

increu~ m tax rate 
Foreign in«lmc taxed at 
Jiffcrent rates. net of ) 13 
U.S foreign tax credits 
Olha" (6) II (, 

Total s s 
126 $18024~ 

Significant components of Time War ncr\ net deferred ta' hab1litk !> arc a~ folio\\<~ 

Year.\ /·.nJ,•J J )t•n•mba JJ. 
( nullwm) /l)l)j /1)1)-1 

Assets acquired m bu!>mess 
S2,963 S2,:!7<> 

combinatiOn" 
Depreciahon and 

829 619 
amoni1.ation 
Unreali1ed appreciation of 
ccrtam marketable 81 QJ 

securities 
Olher 390 -1(>0 

Deferred t&X liabih11es 4,263 3,-146 

Tax carryforward) 296 264 
Accrued liabilitieS 228 206 
Receivable allowance~ dnd 

211 200 
return reserve~ 
Other 108 7<> 
Deferred tax assets 84) 74<> 

Net deferred tax hab1ht1e) SJ.-120S2.70o --- - --
U S mcome and fmeign withholding taxes have not been recorded on permanently rcmvcsted 
earnings of foreign subsidiaries aggregating approxir:narely $760 million at December 3 I, I '~5 
Detennination of the amount of unrecogniz.ed deferrf'd I J S mcomc: tax liab1li1y wuh rc:spec1 10 such 
earnings is not prae1acable If such earnings drc repatriated, addit..:mal US mcome and foreagn 
withh<llding taxes are ~bstantially expected to be offset by the accompanying foreign ta;x credits 

US feder.,.J tax carryforward' at December ll, 1995 consisted ofSJ:!K m1lhnn nf:~~t OJ>c:rallnK 
losses. S 152 million of in.,..estment tu credit~ and SJO million of aherna11ve rmnunum tax credits 
The utlliLation of cena.in canyforwards ill subject to limitations under U S federal income tax laws 
Except for the altemat1ve miniml!m ta ... cred1ts which do not expire, the other U S federal tax 
carryforwards expire in varying amounts as follows for inc~me tax reponinK f'nH pose~ 



(arryfOTlf ,,,j, 
Net 

lm·t:\lmelll 1'e1x 
(mllfiCIII.!i) OJNralmg (·redll., 

/..rusel· 

1997 s~ S2 
1998 7 
1999 14 19 

2000 99 
Thereafter 
up to 2008 314 Q9 

s 328 S 1 S2 
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TIME W·ARNER 
••• 4_NNU.:#tL All~O·T 

Bq\fdiQI Glob~l Br-a\~ds 
8. MANDATORILY Rt;DEEMADLE PREF'ERREO SECURITIES 

In August 1995. Time Warner issued appro~e:imately 12 I million <.:ompany-obhgatcd mandatorily 
redeemable preferred 5eeuritics of a wholly-owned subsidiary ("PERC$") for a~resatc sross 
proceeds of SJ74 million. The sole assets of the subsidiary that is the obligor on the PERCS arc 
S385 1tuUion principal amount of 4°1 .. subordinated notes of Time Warner due December 23, 1997 
Cumulauve cash distributions arc payable on the PERCS a1 an annual rate of 4% The PERCS are 
mandatorily redeemable on December 23, 1997, for an amount per PERCS equal to the lesser of 
S54 41, and the market va.lue of a share of common stock of Hasbro on December 17. 1997, 
payable in cash or. at Tame Warner's option, Hasbro common stock Time Warn~.:r has the right to 
redeem the PERCS at any time prior to Detember 23. 1997, at an amount per PERCS equal 11.1 

SS~ 41 (or in cenain limited circumst4nces the: les~r of such amount and the martct value of a 
share of Hasbro common stock at the tunc of redemption) plus accrued and unpa1d distributions 
thereon and a declining premium, payable m cash or, at Tame Warner's options I iasbro comfll•ln 
stock 

In December 1995, Time Warner issued approximately 23 rrullion Company-ubh~ated rnandatonly 
redeemable preferred securit1es of a wholly·ownP.d ~bs1d1ary (•Preferred Trust Secuntics") for 
aggregate gross proceeds of S575 million The sole as~ts of I he sub!i.id1a:·,. that 1s the obh~ur on the 
Preferred Trust Securities are S ~92 million principal amount of 8 7/8% subordmatc.•d debenture~ of 
Ttme Warner due Dec~mber ll, 2025. Cumulative cash distributions arc: payable on the Preferred 
Tru~ Securities at en annual rate of8 718%. Cash distribution, may be deferred at the election of 
Time Warner for any period not exceeding 20 conse\..1Jtive quaners The !)referred Trust Se<.·untics 
are nwxiatonly redeemable for cash on December 11, :u25. and Time: Warner has the right to 
redeem the Preferred Trust Securities, in whole or in pan, on or atlcr Dcccm~r J I, 2000. or in 
other cenain circumstances, in each case at an amount per Prcfcrr~d Trust Sl!c;uricy equal to $2'1 
plus accrued and unpaid distributions theret.n 

T1me Warner has cenain obligations relatmg to the J,ERCS and the Preferred 'I n1s1 Stcuraucs wh1ch 
.unuunt to a full and unconditional guaranty of each subsidiary's obligatiOns w11h respect thereto 
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TIME WARNER 

9. CAPITAL STOCK 

The outslanding capital stock o(Tinlc W.trner atl>cccmher )I. 1995 conststed of29 7 nulhCJ•l 
shares of preferred stock and 387 7 million shar~s of wmmon ~tock (net of 45 7 million shucs of 
common stock in treasury. as to which 4) 7 million were held by 1he T1me Warner General 
Panners). At January 11, 1996, including each brokerage hou\e !hat hold) shares of Time Warner 
common stock as one shareholder but excludJ08 the number of 'hareholder!. who~e share!!. are 
beneficially held by such brokerage houses, there were approximately 25,000 holders Clf record of 
Time Warner common stod.: 

During 1995, Time Warner issued apprO!timately 29 3 m•lhon shares of convenible preferred stock 
in connection with the ITOCHlJffoshiba Transaction and its acquisitions flf K8LCOM and 
Summn. and in January 1996, rime Warner issued an additional 6 5 million shares of convenible 
rreferred stock in connection wtth its acquisition ofCVI and related companies S~t fonh brlow is 3 

summary or the principaJ terms o(Timc Warner's outstandmg issues of preferred stock 

.Vumhrr of 
.\htlrt:.\ of 

I.NM.·rlptwn Shar~J 
L·vmmOII l·..arlt~.,, }-.,,/ir.\1 

...rod tm:haiiJ.:( rt•dcmptmn 
(nu/lum.'i) o11t:rtnndmx hi 

1.\'Jlltl t. dlllt' dalt' 
IJfHJII 

COil\ t'r.!>IOII 

Series B 
At any 

Preferred 
Stock 

ttmc: 

Series C 
Preferred ]J 68 V:!/98 S/'!./00 

Stock 
Sene!!. D 
P-eferred II 0 22 9 7/6199 7/f.J/00 

Stock 
Series G 
Preferred 62 12 () WV99 <u ~t99 
Stock 
Series H 
Preferred I 8 3 7 ()/{.,/00 915/99 
Stl")d 

Sene!> I 
Preferred 70 146 10/1}99 I0/2JQ9 
Stock 

Sene~ 
. outstandmg 

'29 7 609 
at Dr.cember 



31, 1995 
Series E 
Preferred 
Stock issued 
in January 
1996 
Series F 
Preferred 

Stock issued 
in January 
1996 

Total shares 
outstanding 
at January 

-31, 1996 

3 3 68 l/4/01 1/4/01 

J 2 67 1/4/00 ll-1!0! 

7-l4 

Each share of Series B Preferred Stock (I) is entitled lOa liquidation prclcrenr.c of $145 per share, 
(2) is not convenible, (3) entitles the holder thereof to receive an annual divldt·nd equal to $4 35 per 
share beginning in June 1995, and 59.28 per share prior thereto, (4) docs nol 
enera11y entitle the holder thereof to vote, except in cenain ,,mited circum~tanccs, and (5) is 
redeemable, in whole or in pan, by Time Warner and the holders tbereofin exchange for cash or 
shares of any class or series of publicly-traded Time Wasncr stock, at Time Warner's option, equal 
in value to the liquidation vaJue of the Series B Preferred Stock plus a premium of 2% of liquidation 
vaJue for each year after May 31, 1995 to the redemption date 

The principal tenns of each series of convenible preferred s1ock •~sued in 19'J5 and 1996 (the Series 
C Preferred Stock, the Series D Preferred Stock, the Series E Preferred Stock, the Series F 
Preferred Stock, the Series G Preferred Stock, the Series I I Preferred Stock and the Series I 
Preferred Stock, and collectively, the "Convenible Preferred Stock") are sirmlar in nalure, unless 
otherwise noted below Each share of Convenible Preferred Stock (I) is entitled loa liquidation 
preference of$100 per share, (2) is immediately convenible inlo 2 08264 shares of Time Warner 
common stock at a conver.:.ion price of $48 per share (based on its liquida1ion value). excepl 1ha1 
shares of 1he Series H Preferred Stock are generally not convenible until September 5, 2000, ( 3) 
entitles the holder thereof (i) to receive for a four year period from the date of is~uancc (or a five 
)ear period with respect to the Series C and Series E Preftrred Stock) an annual dividend per share 
equal to the greater of$3 75 and an amount equal to the dividends paid on the Time Warner 
common s1ock into which each share may be convened and (i1) to the extent !hat any nf such share:. 
of preferred stock remain OIJtstanding at the end ofthe period m which the rninm;;.~m $1 7~ per 
share d1vidend is to be paid, the holders thereafter will recer\e di\1dends equal to the dividends paid 
on ~hares of Time Warner common stock multiplied by the number of shares into which thc1r shares 
of preferred s1ock ase convenible and (4) except for the Senes H Preferred Slack which is ~c.,erally 
not entitled to vote, entitles the holder thereof to vote 'Wlth the common stockholders on all matters 
on which the common stockh0lders are entitled Ia vote, and each share of such Conveniblc 
Preferred Stock i~ entitled to two vote~ on any su~.-h maner 

T1me Warner has the right to exch.ange each senes ofCunven•bh.: Preferred Stod li1r lrnu: Warm:r 
common s1ock at the stated convers.ion price at any trme on or after the re5pc''-'II\C c"'chan~c date 
The Serie\ C Preferred Stock is exchangeable by the holder begmrung after the thrrd vcar from us 
date of rs~uance and by Time Warner after the fuunh year at the $!ated conversron pncc plus a 
dedmmg premium in years four and five and oo premium thereafter In add1t10n, T1me Warner t-as 
the right to redeem each series of Convenible Preferred Stod m whole llf 10 pan. for ca~h at the 



liquidatiun value plus accrued dividends, at an) time on or after the respective redemption date 

Pl.lrsuant to a shareholder rights plan adOpted m January 1994, Time Warner d1~11ibuted one right 
per common share which currently becomes exercisable in cenain cvcno. involving tht> acquisition of 
l 5% or more of the then outstanding common stock of Time W .smer. Upon the occurrence of such 
an event. each nght entitles its holder to purchase for S I ~0 the ccononuc equivalent nf common 
stock ofTime Warner. ·or in cenain circumstances. of the acquirer. worth twice a~ much In 
connection with the plan, 4 million shares of preferred ~lock were reserved The rights expire on 
January 20, 2004 In conn«tion wnh the fBS Transaction. Time Warner e~pccts to am~nd the 
.shareholder rights plan principally to chan~e the basis for determining if an acqu1s1tion of 15% or 
more of Time W amer common. stock has occurred to a fully-diluted bas as 

In 1993, Time Warner redeemed or elCchangcd $6 4 billion of Series C and Scr1e:s lJ preferred stock 
("old Se1ies C and Series 0 prefeJTed stock•) that were issued in Time Warner's 1989 acquisition of 
WCI The cash redemption of the old Sene-. D prrferred stock was fmanccd pnncipally by the 
proce-eds from the issuance of long·term notes and debentures The old Series (' preferred stocl.. 
was ~xchanged for the 8 75% Convenible Debentures 

At December ) I, J 995, Time Warner had re~rved 172 6 mllhon !lharc!l of common stock for the 
conversion of ets Conveniblc: PrefeJTed Stock, zero coupon convenible notes and other conven•ble 
securiues. and for the exercise of outstanding options to purchase shares of common stock. 
excluding 25 7 million shares related 10 the 8 75% Convemhle Debentur~ .... whu.:h were redeemed in 
February 1996 (Note 6) 
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'flMIE W·ARNER 
I 88"' 4HMYAL A•~OII'T 

Buttdiog G,lobal Brands 
I 0. STOCK OPTION PLANS 

Options ao purchase Time Warner common stock under various stock option plans have been 
granted to employees of Time Warner and TWE at, or in excess of, fair market value at the: date of 
grant Generally. the options beoomc exercisable over a three-year vesting period and expire ten 
years from the date of grant 

A summary of stock opl ion activity under all plans is as follows 

thousands 
of share.r 

Balance at 77 611 
January I. 1995 ' 
Granted 5,096 
Exercisl"d (J. 721} 

Cancelled (367) 

Balanced at 

December 31. 78,619 
1995 

F.xer,·lll: 
prlct per 
\hare: 

SS-48 

s 17-48 

December JJ, (thOIIMlllds) 1995 J99.J 

[);ercisable 66,242 63,106 

Available for future grants 7 884 8 849 ------------ . . 
For options exerc1sed by employees ofTWE, Tim~ Warner is reimbursed for the amount by which 
the market value of Time Warner comrron stock on the exerc1se date exceeds the exerc1sc price, or 
rhe greater of the e"ercise price or $27 75 for options granted prior to the TWE capitahzauon on 
June 30. 1992 There were 28 5 m1llion options held by employees ofTWE at Dcccmher 31, 199Ci, 
21 8 rrullion of which were ~:xercisable There were I 3 million options exc:rc1sed in 1994 and 4 H 
m11lion options e)(erc1s::d in 1993. at prices rangins from S8-S 1t, per share in each ~car 
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TIME WARNER 
I 885 ANHU-"l- AIE.-P,,.aT 

B"tldia1 Gtobal B,r•~d& 
11. BENEFIT PLA NS 

Time Warner and its subsidiaries have defined benefit pension plans covering substantially all 
domestic employees. Pension henefits arc hued on formulas that reflect the employees' years of 
service and compensation levels during their employment penod Qualifying plans arc funded in 
accordance with government pension and mcome tax regulations Plan assets are invested in equity 
and fix:ed income securities 

Pension expense 1ncluac:d the following 

Yt>ar.\ c.•tNied /)ec.:mht•r 
J /, ("'11/wn'i) 1995 19941993 

Service Cost 
lnler~st cost 

S 29 S 34 S H 
q ~0 4) 

Actual return on plan 
assets 

(137)(2) (~:!) 

fl.iet amoniZJtllun and 
deferral R9 (4S) 10 

TotaJ $ 34 s 37 s 28 -------------------
The status Clf funded pension plans is as follows 

Dttce,lwr J I. (,1//wns) 1995 /'.JYJ 

Accumulated benefit obligation S 
(8~. vested) 544 

Effect of future 5alary increases 192 

s 
:\'}4 

132 

Projected benefit obhgat1on 
Plan assets at fa1r value 

ProJeCted benefit obliS~llon 10 

excess of plan assets 
Unamortized a'-tuarial losses 
lmamonized plan change5 

01her 

Prepaid (accrued) pension 
ex pen~ 

736 526 

~J 495 

(93) (31) 

94 49 

2 (7) 

( 10) (8) 

$(7) 't J 

The followinE( assumptions · ·ere used in accounting for pens1on plans 

Weighted average 
discoum rate 

1995 1994 1993 

7 25~o8 5%7 5% 



Return on plan assets 
Rate of .ncr ease in 
compensation 

9% C)0/0 

6% 60' 
/0 

Employees of Time Warner's operations in foreign countries pan1cipatc to varymM dcMrcc1 in kx.:al 
pension plans, which in the aggre~ate arr not signiticam 

Ti_me Warner also has an employee stock ownership plan, 401{k) savmgs plans and other savings 
and profit sharing plans. as to which the expense amounted to S~ I million in I 99S, S~ 1 n.illion in 
1994 and S46 million in 1993 Contnbution!t to the 40l(k) and othrr sa\ing~ plan~ are based upon a 
percentage of the employees' elected contributiOns Contributions to the cmplpyec stock ownership 
and profit sharing plans are generally determined by manaMemcnt <~nd app~twcd by the board of 
directors of the panicipating companies 
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TIME WARNER 
t tU AN"Uit'- ltllPORT .. 

B~lldiQI Global Brands 

12. FINANCIAL INSTRUMENTS 

The carrying value of fime Warner's financial instruments approximates fa1r value, except f::>r 
differences with respect to long-term, fixed-rate debt and related intere~t ratt: swap contracts and 
cenain differences related to cost method m.,estmcot!\ and other ftnanclalm'ltnJrncnts wh1ch are not 
stgnjfic.ant The fair value of financial mstruments, such as long-term debt and mvestmcnh, is 
generally determined by reference to market values rcsulung from tradmg on a nallunal ~ccunt1cs 
exchange or 1n an over-the-counter market In caM!s where quoted marlr..et pncc~ ar~ not ava•lable, 
such as for derivative financial instruments, faer value is based on e)timates u:§mg pt e~cnt .., alue or 
other valuation techniques 

1nttrest Rate Risk Manac~mtnt 

Interest rate swap contracts are used to adjust the proponion of total dcht that i' !>UbJCCt to vKreablc 
and (txed interest rates Under interest rate swap contract~. the Company ctthcr a~rccs to pay an 
amount c:qual to a specified floating-rate ofintcrest tunes a r • • uonal princip.al amount, and to 
n .. -ceive m return an a.mount equal to a spec•tled f1xed-rate of mterest tunc!> the same notional 
principal amount or, vice versa, to rece1ve a nnarin~- rate amount and to pay a fixed-rate Amount 

Tbe nolional amounts of the contracts are not ellcha.nged No other cash payment~ art made unless 
the contract is terminated priorto maturity. tn whi<.:h case the amo1,1nl paid or rc<:e1ved '" sculcmcnt 
is established by agreement at the time of termination, and usu&Jiy represents the net present value, 
at current rates of interest, of the remaining obligauons to exchange payments under the terms of 
the contract Interest '!llc: swap contracts are entered into with a number of major tinancenl 
msmuuons in order to mifl .. nize credit nsk 

The net amounts paid or payable. or rece1ved or recei ... ablc, through the tnd of the accounting 
period arc induded m mterest c~pense Uecause mterest rate ~wap coruract~ are u.-.ed to rnod1L the 
mterest characteristiCS of Tune Warner's. outstandmg debt from lJ tl,ed to a lloatmg-rate hasts or. 
v1ce ~:ersa, unrealized gains or losses on mtercst rate swap contract" art' not recogn11ed 111 mcornc 
unless the contracts ue terminated pnor to thetr maturity Gllm~ or lo<'ieS on any contrach 
termmated early are deferred and amomzcd to mcome over the rem.unmg average hfc oft he 
ternunated contracts 

At December 31, 1995. Time Warner had interest rue !lwap contra(; I!> to pav 1\oatmK-r die~ uf 
mterest ( a"erage s1x-month LIHOR rate of S 9"1.) and rece1.,e ti~ed-rate!l of tnterest (average rate of 
5 4o/o) on $2 '6 m1lhon not.onal amounl of indebtedness, whtch re5Uited m approximately 43% of 
Time Warner'!. uoderlymg debt being subJCCI to variable imerest rates The not1onal amount of 
oufstanding cont( acts bv year of matunty at December 'l I, 199.S is as follows I ?96-SJOO melhon. 
1998-S'?OO million. I 1199-S I 2 billion, and 2000-S400 million At f>ecember 31, 1994. Time Warner 
had interest rate ~wap contracts on $2 9 b1lhon nouonal amount ol indcbtc:Jne~~ 

Hased on the level ofenterest rates prevailing at December J I, 1995, the f1ur value ofTuuc Wouner\ 
fixed-rate debt exceeded Its carr1ns value by $407 million and it would have: cost $(_) nulhon to 
terminate the related interest rate swap contracts, wh1ch combmed is the equivalent of an unreal11.ed 
lo~s of$416 nulhon. Based on Time Warner's f1xed-rate debl and related interesl ralc: swap 
\.:Ontracts outstanding at December 31, 1995, each 25 bas1s potnt encrea~ ot decrease mthe level o' 



interest rates prevailing at December 31, 1995 would result in a net reduction or increase m the 
wmhmed unrealized loss of approximately S 185 million, respectively, including respective c .. >sts or 
savings ofSI6 million to terminate the related interest rate swap contracts Based on the le"d of 
interest rates prevailing at December 31, 1994, the fair value of Time Warner's fixed-rate debt was 
$572 million less than its carrying value and it would have cost $236 millton to terminate its interest 
rate swap contncts., which combined was the equivalent of an unre..lized gain uf $3 36 million 

Although changes in the unrealized gains or losses on interest rate swap contracts and debt do not 
result in the realization or expenditure of cash unless the contracu are terminated or the deht I !I 

retired, each 25 basis point increase or decrease in the level of Interest rates related to Time 
Warner's variable-rate debt and interest rate swap contracts would respectively increase: or decrease 
Time Warner's annual interest expense: and related cuh payments by approximately S 12 million. 
including $7 million related to interest rate swap contracts 

Fureign exchange contracts are used primarily by Time Warner to hedge the risk that unremiued or 
future royalties and license fees owed to Time Warner or TWE domestic t:ompames for the sale or 
anticipated sale of US copyrighted products abroad may be adversely atlectcd by changes in 
foreign currency exchange rates As pan of Us overall strategy to manage the level of exposure to 
the risk of foreign currency exchange rate fluctuations, Time Warner hedges a ponion of its and 
TWE's combined foreign currency exposures anticipated over the en!>uing twelve month penod At 
December 31, 1995, Time Warner has effectively hedp j approximately half of the combined 
estimated foreign currency ~posures that principally relate to ullicipated cash Oows to be n .. mitted 
to the U.S. over the ensuing twelve month period, using foreign exchange contracts that generally 
have maturities oftlvee months or less, which are generally rolled over to provide cominuing 
coverage tlvoughout the year. Time Warner often closes foreign exchange sale contracts by 
purchasing an offsetting purchase contract. At December 31, 1995. Time Warner had contracts for 
the sale of SS04 million and the purchase of S 1 40 million of foreign currencies at faxed rates, 
primarily English poundi (2911/o of net contracr value), Gernwt marh (Jgo/o), Canadtan dollars 
( 16%), French francs (16%) and Japanese yen (5%). compared to contracts for the sale ofS55 I 
million and the purchase of$109 million of foreign currencies at December J I, 1994 

Unrealized gains or losses related to foreign exchange contracts arc recorded in income as the 
market value of such contracts change, accordingly, the carrymg value of foreign exchange 
contracts approximates market value The carrying value of foreign exchange contracts was not 
material at December 31, 1995 and I 994 and is included in other current liabilities No cash is 
required to be received or paid with respect to the realization of such gains and losses until the 
related foreign exchange contracts are sc:ltled, generally at their respective maturity dates In 199S 
and 1994, TiMe Warner had $20 million and $33 million, respectively, and TWF. ha.d S I I nulhon 
and $20 million, respectively, of net losses on foreign exchange contra ... ts, which w~..·rc or arc 
expected to be offset by corresponding increases in the dollar value of foreign currency royalties and 
license fee payment.; that have been or are anticipated to be received in cash from the sale of U S 
copyrighted products abroad Time Warner reimburses or is reimbursed by TWE for contrAct gains 
and losses related to TWE's fore~gn currency exposure Foreign currency contracts are placed with 
a number of major financial institutions in order to minimile credit risk 

Uased on the foreign exchange contraccs outstanding at December 31, 1995, each 5% devaluation 
of the U S dollar as compared to the level of foreign exchange rates for currencies under contract 
at December 31, 1995 wculd result in approximately $25 million of unrealized losses and S7 million 
of unrealized gains on foreign exchange contracts involving foreign currency sales and purchases, 
respec;ttvely Conversely, a 5% appreciation of the US dollar would result m S25 million of 
unrealiz.ed gains and S7 million of unrealized losses, respectively At December 31, 1995, none of 



Time Warner'$ foreign t'Xchange purchase contracts relates to TWE's foreign currency exposure 
However, with: regard to the S2S million of unrealized losses or gains on foreign exchange we 
contracts. Time Wamer would be reimbursed by TWE, or would reimburse TWE, respectively, for 
approximately S6 million re-lated to TWE's foreign currency exposure Consjstent with the nature of 
the economic hedge provided b) such foreign exchange conlracts, such umeabud gains or losses 
would be offset by corresponding decreases or increases, respec1ively, in the dollar value of future 
foreign currency royally and license fee payments that would be received in cash within the ensuing 
twelve month period from the ~ll' ofU S copyrighted products abroad 
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TIME WARNER 
I'"-' A,.,.yA&. lf&P9aT 

Bl.\lldiog Global Braii'de 

Time Warner's businesses are ~onducted m three fundamental areas l:ntcrtainmcnt, consisting 
prinCfpally of interests in recorded mus1c and music publishing. filmed cntenainmcnt. broadcasting, 
theme park$ and cable television programming, News and Information, consisting principally of 
interests in m.agazine publishing, book publishing and direct marketing, and Telecommunications. 
consisting principally of interests tn cable television systems Time Warner's interests in lilmcd 
entertainment, broadcasting, theme park!>. cable t~lcvision programminM and most of us 
telecommunjcations bu~iness are held by the Entertainment Group, which i~ nut consolidated for 
tinanciaJ reponing purpo~s 

lnformat;on as to the operations of Time Warner and the Entertamment Group m dJITercnt business 
segments is set fonh below. Cable busmcss sey1ncnt information for Ttrtlc Warner reflects the I Y95 
acqui-sitions ofKBLCOM and Summit Cable business segment information for the Entertainment 
Group reflects the consolidation by TWE of the TWE-Advancc/Ncwhous~ Partnership effective as 
of April I, 1995 and Paragon effecti"e as of July 6, 1995 The operating results of Six flags have 
been deconsolidated effective as of June 23, t 995 and resu.ts prior to that date are reponed 
s.epar~tely to facilitate comparability 

Year.-r t~:ntlrd 
lkcembcr 11. 
(mllltoiU) 

Rt: Vt:N UJ-~S 

Timt w .. rntr 
Publishing 
usic 
Cable 
lnlersegmcnt 
elimination 

19Yj /99-J /1}93 

S3, 722 S3,433 $3,270 
4,196 3,986 3,334 

172 

(23) (23) (23) 

_To_t_aJ _____ S8,067S7,396S6,5R I 

Enttrtainmt>nf 

Group 
Filmed 
Entertainment 
Six Flags Theme 
par Jr.~ 

Broadcast mg-t he 
WB Net""urk 
Programming-HBO 
C•ble 
lncersegmenr 
elimination 

Total 

SS,078S4,484 $4,032 

221 H7 5H 

33 

l,fl07 IJI3 1.441 
3,094 2,242 2,208 

(410) (287) (]51) 



Total $9,629$8,509$7,963 

Year:~ /~Hied J~c~m~r 
J I , (mllbcHl() /f}f}j /99-1 1993 

OPERATING 
INCOME 
Timt W•m~r 
Publishing $381 $}47 $295 
usic• 321 )66 296 
I able ( 5) 

Total $697 
s s 

713 ~91 

Enlrrtainntcnt Group 

Filmed Entenainment 
s s s 

253 219 233 
Si" flags Theme parks 29 56 ~3 

Broadcasting-the WB (66) 
Network 
Programming-HBO 274 237 213 
Cable 502 340 40h 

local $992 S852 S905 

r~ur.\" l·:ucJf!" 1 'Jeumhu 
3/, (fmllwns} JYI)S I'JY>I Jf)C)J 

DEPRECIATION Of 
PROPERTY, PlANT 
AND EQUIPM[NT 
Time Warner 
Publishing 
USIC 

Cable 

Total 

Entcnainm~nc Grout, 

filmed Entenainment 

Six Flags Theme parks 
Broadca)tmg-the WlJ 
Network 

S59S47S45 
95 86 IP 

27 

II! S 76 S S I 

20 51 41 

Prosramming-HBO I 8 14 14 

_c_ab_l_c: ______ _ 465 340 32; 

Total s s s 
-------- - - 616 481 43) 



Yt•clf.\ l:ikied /Jen~mber 
31, (n11llwns) /Y95 /YY.J /Y9 ~ 

AMORTIZATION Of' 
INTANGIBLE 
ASSETS 
Timt Wuntr 
Publishing s 36 s 36 s 32 

usic 274 268 2b0 

Cable 68 

Total S378 
s s 

304 292 

Entertainmt:nl Group 

Filmed Fntenainmenl 
s s s 

124 135 143 

Six flags Theme Parks ) I 28 2M 
Broadcasting-the WB 
Network 
Programrmng-HBO 6 3 
Cable 308 30Q 302 

Total $444 $-178 $476 

Information as to the assets and capital expenditures of Time Warner and thr Enlcr1ammcnt Group 
is as follows 

Yean r:nded 
INcc:mha 31, /YY5 /YY.J J'Jt;3 
(milium.,) 

ASSETS 

Tinlt' W"rnu 

Pubhshing s 2,17~ s s 
2,0JJ 1,897 

usic 7.82H 7.672 7,401 

Cable 3,875 

[n lrrtainnltnl 
~.734 ~.350 5,627 

Group•. 
Corporate•• 2,520 1,681 1,967 

Total s s s 
22,132 ll>,7lbll>,ll92 

t:uttrlainmtnl 
Group 
Filmed s ~ 

Entcnainmcnl s 7,189 7,184 6,719 

Six Flass T~me 814 848 
parks 
Broadcasting-the l>) 
WB Networ~ 
Programm1n!o(-ltBO 9H 911 875 



Cable 
Corpor.1r•• 

9,8-12 8.303 8,102 

711 1,7RO l.l,~M 

Total S S 
------

118
•
960 

18,9921K,202 

Yean fj.dttll >.:cembu 
J J. {mtllioll.\) /YY.~ /'IIJ-1 I IJV J 

CAPITAL 
EXPF.Nl>ITUR•:s 
Ttmt Warnrr 
Publishintc s 70 s ~0 s .. , 
u~ic 1~1 10!! <J I 

Cable ~6 

Corponlr I<> (J (11) 

Total S 2<'16 S IM 
s 

198 

[nlrrt•inrnrnl Gro•'P 

Ftlmed Entertainrnent S 2Y4 S l9~ 
s 

~It) 

Si"' fl•~" Therne Parks 41 ~~I u 
Broadca!>llng-the Wfl 
Network 
Programming-HBO 20 I~ 16 
C1ble• 1,293 77K Joli.\ 

Corporale } 2 

Total s s s 
I.MJ 1,2lS 6D 

Yeurs bltkd 
/kcem~r J /. f!)CJ ~ /1)1)./ /'JYJ 
(mlllttJII.\) 

Rt:\fPUf!l 

United Stares• 
Europe 
Pacific Ram 
Rest of World 

s s. 44 7 s ... 944 s ~. ~ 14 
1,552 \,44~ l.29b 
77~ 724 ~8} 

293 28R 

l'otal _____ s s.067 s 7.396 ~ 6.~~~' 

Oprratin& 
Jncomr 
United States 
Europe 
Pac1fic R11n 

S4S7 S494 S436 
loli8 108 10~ 

~7 74 ~8 



Resl of World 25 37 2~ 

Total s ~97 s 71 J s 591 

Asstls 
Umted States St<,~.JOI SIJ/>61 s 14.128 
Europe 1,797 I .717 I ,6.t5 
Pacific Rim 62H ())() ~14 

Resl of World 406 40:? 415 

Total $22,112 Sl6,7 16$16,892 

• Tune Wlfne(ue~nr.adormeanclu.XIhc: re'fn~~eaulltw l·nwnammrni(Huur ... t. .. h h...t c'fKIIlu: ~'lucs<•fSI 'JM2 holl.lf' 111 l',.,c 
Sl 693 ... 0'1111 I'J'M ••od" f>l.ll htlloou 111 1'1"11, l"""lr-11~ lrom liM: .. ~ nilolntc.J hllc-rlamnocnlf'loo<lu .. :h a),.,,..j 

I ahlc uf Conlclll' 
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14. COMMITMENTS AND CONTtNGENCU.:S 

TotaJ ;rcnr expense amounted to S I 74 million in 199S, $157 m1llion in 1994 and S 163 milhon in 
t 993 The minimum rentaJ commitments under noncancellable long-term operating leases arc 
1996-S 147 milhon, 1997-S I 33 million, 1998-S 139 million, 1999-S 130 million. 2000-S I 23 milhon 
and after 2000-s·923 million 

mimum commitments and guarantees under certam licensmg. artists and other agreement!~ 
aggregated approximately S2 9 billion at December 31, 1995, which are payable princ1pally over a 
live-year period Such amounts do not include the Time Warner General Partner guarantees of 
approximately S6 billion of TWE debt 
flending legal proceedings are substantially limited to httgat1on mcadcntal to t~ 
l usmes.sc:s of Time Warner, alleged damages tn connection Wlth class actio.1 lawsuits 
and pending litigation with U S WEST In the opinion of counsel and mana~emcnt. the 
ultimate resolution of these matters will not have a m•terial effect on th<: financial 
statements of Time Warner 
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15. ADDITIONAL FINANCIAL INF'ORMATION 

Additional financial infNmation with re:,pcct to cuh flows ·~ a!. follows 
Years Ended Decembt!r 
Jf, (m1JIIotu} J99j IYYJ 1993 

Ca.;;h payments made for s s s (>~'} 
interest ~JC) .l.lO 
Cash payments made for 
mcomc tues 

102 J8r) 2\4 

Tax.-related distributions 
680 I I~ -received from TWE 

Income tax refunds 
receiveJ lo& .so ~:' 

During t~e years ended December 31, l99S and 1994, Time Warner realized S35 million and S 179 
million, respectively, from the securiti7..aJton of ret ivables Nonc2"h investing and financing 
acti\llties in 1995 1ncluded the S 1.4 billion acqut!itllons of KIJLCOM and Summit in exc:uange tor 
capital stock (Note 4). the S I 36 billion acquisition of ITOCI Ill's and Toshiba's interests in TWE in 
exchange for capital stock and S I 0 mtllton Hl cash (Note 2) and the S I 8 billion redemption of Time 
Warner's Reset Notes in exchange for other debt securittcs (Note 6) Noncash fmancinM ac:ttvities m 
I 993 included the issuance of approximately SJ I billion of debentures m l'~changc for the old 
Series C preferred stock (Note 9) 

Other current liabilities c:onszst of 
lk<.-ember J /, (millllHU) 199J 

Accrued expense~ 
Accrued compensatiOn 
Accrued incQme t11XC!I 

Deferred revenues 

s 972 
337 

173 

_r o_t_a.I_S_I_,s_66 ____ s 1,238 

/f)t}..j 

s 794 
308 

81 

55 
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TIME WARNER 
t ••• APU4UA 1. A•fl'Oil'T 

'· 

Report of .Managem~nl 

The accompanymg consolidated financial statements have been prepared by management in 
conformity with generally .accepted accounting principles, and necessarily include some amounts 
that are based on management's best estimates and judgments 

Time Warner maintains a system of internal accounting controls designed to provide managem-:nt 
with reasonable assurance that as:sets are safeguarded against loss from un<suthorized us.c or 
disposition, and that transactions are executed in accordance with management's authorization an~ 
recorded properly. The c:onupt of reasonable assuranc:e is ha5ed on the recog-nition that the cost of 
a system of intemal control should not exceed the benefits derived and that the evaluation of tho~e 
factors requires estimates and judgments by management Fun her. because of mherent hm1tation~ in 
any system of internal accounting control, errors or uregularities may occur and nut be detected 
Nevc.-nheless. management btlieves that a high level of internal control is maintau1cd by Time 
Warner through the selection and trainin~ of <jualified perS<,nnel, the cst~hlishrncnt and 
communication ofac:counting and businc:,'~ polic1cs, and II"' mtcrnal aud11 program 

The Audit Committee of the Board of Directors. composed solely of directors who arc not 
employees of Time Warner. meets periodically with mana8cment and with Tunc Warnc:r's internal 
auditors and independent auditors to review matters relating to the quality of financial reponing and 
Internal accountmg control, and the mature, extent and results of their audits Time Warner's mtcrnal 
audrtors and ind"'pendent auditors have free access to the Audu Committee 

GERALD M. LEVIN 

Chairman and 
Chief E~<ecuti\!e Officer 

RlCilARD D. PARSONS 

President 

RICHARD J BR£SSLt: R 

Senior Vice Pres1dent 
and Chief Fin&J.cial Officer 

Rer,ort o( lndrpendrnC :\uditur"' 

THE: OOARO Ot' DIRt.:CTORS AND SIIARt:IIOI.IH:RS 

We have audited the accompanymg consolidated balan~e 11heet of Tm1e Warnc:r Inc ("Tune 
Warner") as of December 3 I, 1995 .and 1994, and abe related conwlidated staten.enu of operations. 
cash Oows and shareholders' equiry for each of the three years in the period ended December 3 I. 
1995 These fmancial ~tatements arc the respon!>ibility ofTime Warner's management Our 



responsibility is to express an opinion on these financial statements based on our audits 

We cQnducted our audits in accordance with generally accepted auditing standards. Those standards 
require that we plan and perform the audit to obtain reasonable assurance about whether the 
financial statements are free of material misst4tement An audit includes examining, on a test bas1s, 
evidence supponing the amounts and disclosures in the financial statements An audit also 
tndude:s assessing the accounting principles used and sig tificant estimates made hy management, 
as well as evaluating the overall financial statement presentation We believe that our audrts 
provide a reasonable basi.; for our opinion 

In our opinion, the financial statements referred to above present fairly, in all matcnal respects, 
the consolidated fmanc.ial position ofTime Warner at De.cemher 31, 199S and 1994, and the 
consolidated results of its operations and its r;:a~h flow~ for each of the three years in the period 
ended Oe<"cmber 31. 1995. in conformity wtth generally accepted accounting principles 

ERNST & YOUNG 
New York, New York 

February 6, 1996 

1995 Tunc Warner Annual Report 

....... __ ..... 
711 a-.t•U.t!Mo, ... YM,IIY lDOU 

I 
Table of Contents 

~R 
199S Financial Report 

- -- - - --- - -



Selected Financial lnturmation 

The selected financial information for each of the five years rn the period ended Decrmbcr J I, 1995 
set fonh below has been derived from and should be read m conJunction with the financial 
statements and other financial tnformation presented elsewhere herein Capitaliud terms arc ac 
defined and described in such con.sohdated financial statements, or elsewhere herem The selected 
htstonul fmancial information for all penods after J9Q2 reflects the deconsolidation of the 
l::mcnatnment Group. principally fWE. effective January I, 1993 

The selected historical fmancial information for 1995 reflects the issuance of 29 3 million sharel> of 
convenible preferred stock having an aggregate liqu•dation preference of S2.926 billion in 
connection with (i) the acquisitions ofKRLCOM and Summit and (ii) the el(than!(e by I oshtba and 
ITOCHU of thctt direct and indirect interests in 1WE The selected historical financi,l mformahon 
for 1993 reOecu the issua~Ke of$6 I btllton of long-term dcht and the use of S. 5 oillton of cash ar,d 
equivalents for the exchange or redemption of preferred sto.:k havinH an aggreHale liquidation 
preference of S6 4 billion. The selected historical financial : .fonnation for 1992 rdlecl s 1 he 
capitaJiT..ation ofTWE on June 30, 1992 and associated refinanciniJS. and the acquisition of the 
1 8 7°/o minority mterest in ATC as of June JO. J 992. using the purchase mett>tld of aCC<lunting for 
business combinations. 

Per common share- amounts and average common shares have been restated to give effect to the 



TIMEWARNBR 
t t8_., trtH~.A I. AQOaT 

t - I • .. 

B\tlldipg Gteba\'~f'a.•uls 
Quarterly Financial Information (UnauJiuJ) 

(millions, entpl per share amounts) 

Ntl 
f;qmry m 

()perafllll[ 1, lnnmlt' 1, _ _ 1 ._1 ,. .. IM 1\'lut'""·' 

('ommtm 

Sux:k 

bH.'cJIIt4' I Na•f (lo.u) /' . A '"-''dJ.:c' 
ll('fJIIIl' er 

tJtmrter Un'l.'trll•".\ of (I ) if h~t tmlt: Appllmhf•• (. ( 'omnttm 
.tl\.\ o (I umnum 

HIUIIH'.U 
1

. .u.u) lu l'J Shme'\ 

199~ 

I Sl 

~nd 

4th 

199.& 

I st 

2nd 

Jrd 

4th 

Year 

·.merlmunlt'lll ·""II'•' S"K"'"""' ( 'cmmum urollp 
Shar~\ • • 

$1,817 s JJ8 s 22 s (47) $ (~0) 

1,907 184 84 (8) (13) 

1.981 21 129 (144) (160) 

2,362 354 21 33 

8,067 697 256 ( 166) (218) 

Sl.SS8 s 112 S(51) S(S4) 

1,6667 170 (20) (2]) 

1.884 141 66 (32) (JS) 

2.287 290 (I) 12 8 

7,396 713 176 (91) ( 104) 

s (0 13) s 0 09 
~ s 

379 5 39 3J 
1/4 S/8 

(0 OJ) 

(0 41) 

0 01 

(0 S7) 

s (() 14) 

(0 06) 

(0 09) 

0 02 

(0 27) 

0()<) 

009 

0 0'> 

0 36 

1HI 4 43 34 
l/2 1/4 

386 ~ 4~ 38 
518 7i8 

H7 5 41 
l/4 

383 8 ~;g 

35 
3/4 

33 
5/8 

o 08378 b 378 b S44 J~ 
1/4 518 

Cl)9 

009 

009 

OJS 

l7H H 40 34 
. 518 II~ 

179 I 
38 

34 
3/4 

379., 37 3 I 
• ]/4 I /2 

4~ ) I 
378 9 

1/4 112 

• Uu .. nc.u r.e~•nenl opc:raLU18 u-.:.cMIIC IOf lhc ltu•d quet\cl 01 I'I'H rncluda liS rrulbon m "-rdalinl 1o ~n buAinnK~IOd pill 

\C:Illurn owned by 1M M.-: l)lvtiiOtl wt.dl-e ral"""urod or cloecd Thr tiel Dl for~ U.rrd qu.r1c'f o( 19'H u.:ludc:• au 
nlr.otdu'IAN k• on lhr mrn:n~ent ol debt ol '-'2 lftlllrou (I II pes oamma11 toh.rC" 1 
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:flME ~ WAI.NER 
t •• ~rU4U6L. &•PORT 

avtt4lt~. Global Brauds 
Corporate Manaeemenl GroUJl 

GERALD M. LEVIN PETER R. IIAJE TOI> R lllJLLIN 
Cha1rman ar"' I::Xecullve JI1Cr! Pre.ud~lll. ,\'t•mor J kt l~rt'sldtnt 

Chit/ Executive Officer ( iet~ral Corm.~ I artd Secre/tlfJ' 

TIMOTHY A. UOGGS RI<;IIARD D. PARSONS Rl(;lf,\RU J. D~ESSLEJ( 
.'iemor V1u l1n!.Ytdt•lll Pr.t.nde11t Semor Vu.:f! / 1rl'.\'tdcmt a11J 

GF:RALO M. Lt:VIN 
(nairmarr and 

Chief EuCIIttve Officer. 
Time Womer Int.:. 

DONALJl S. Pf~R.KINS 
Former ChoJTman. 

Jn.~e/ Compamf!J, Inc. 

REUB.EN "lARK 
Clrmrma11 anJ CU), 

Cofgale-PalmoiJVr Company 

AMBASSADOR CARLA A. 
II ILLS 

( 'lrmrnwn and ( 'f.( J, 

Jltlls &:amp. ( 'umpany. a11d 
former Umted S101e.s J rode 

Repre.'itntamor 

Lt\ w~•.Nct~ u. 
BUTff:NWit:SE:R 

Parmer. 
J<o~mna/1 &amp; cohn 

PIULIP R. LOCHNER JR 
Semor ,~,, .... PreJtdenl 

Hoard of Directors 

.t:DWARO ~ 
FINKELSTUN 

Chatrman. 
Finlt.~l:stem A.uocwl~.f. 

Inc. 

RICIIAMO U. 
PARSON. · 
Pre.rud~m. 

Tt"tl! Wamt•r Inc. 

RAYMONl> S. 
TROUHII 

I· inanctal commit am w"' 
d~rector of l'UfiOII.\ 

COnlfJClltlf!.\ 

MICIIAt:L A. 1\tJU:s 
Formu Chmrmt~11and 

( 'Jo.'( ), 

Ph1llp Morn\ 
\ompa111..-J hu: 

IM VII) T. Kt .. ANNS 
Reltretl ( 'halfman atld 

CI-XJ. 
X&'rox \orpora/1()11 

l 'h1e_( Fmam:ral Officer 

IIF:NR \ ' LUCt: Ill 
( 'lrwrmnn attd ( '1-:0, 

/he llenry l.uce 
,..oundatumlnc. 

Ht:Vt:.RI.Y SILLS 
GR.I:.t.:NOUGtl 

('hatrman, 
I mcoln ( 'c!nter for 

the Performmg AriJ 

M £ R V A Ot.I.SOr'li 
( "hmrma11 

hut-We.fl l 'apt tal 
A.\.\(K'Illlt'\ 

tR,\N('IS T. VIN('.:r',1T 
JR. 

( 'l~turnum. 
~.IlK I! Ill /•.JJI&'r[JrJ.\t? l 

J. IUCIIA~U MlJNH.O 
( 'JJU1rman of 1/w 

Eucut1w/J·mance 
( 'ommlffe~ of 1he /Jotml 

l'mh' Want .. •r Inc: 
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Operating Officers 

ENTERTAINMENT 

Warner Bros. 

ROBERT A. DALY 
Chairman and Cr>-CEO 

TERRY S. SEMEL 
Cha1rman and Ca-C£0 

BARRY M. MEYER 
F.xec:u/1 ve Vice h~sident oud COO 

RICHARD J . .FOX 
f.:.Xecu/IVP! V1ct President, lmemationa/ , heatm:al l·.ltlerprt.<<e.r; 

JAMES R MILLER 
E:uculiVr! J 'ice Prerident, Busincl.'i and A cquwf/011.\ 

SANI•ORD R. REISENBACIJ 
f.:.Xeetlflve V1ce Presidem. Markenng and Plmmmg 

EDWARD A. ROMANO 
I·:.X.ecull...e Vice Presrdem and CFO 

STEPHEN ROSS 
Executl'ole Vice President, Special fJmjec:a 

JOHN A. SCHULMAN 
&ecullve J.'lce Presidenr and Generu/ Cmmst•l 

Warner Bros Worldwide Thcdtrical Production 
BRUCE DERMAN 
Pre:mlem 

Warner Bros Worldwide Thealrical Advertising and Publicity 
R08t:RT t;. FRIJo:DMAN 
Ptl'.\tdeut 

Warner Bros International Theatrical Distribution 
EDWARD E. FRUMKES 
f're.Hdt•nt 

Warner Home v:deo 
WARREN LIEBERFARD 
fJn•.udenl 

Warner Bros Domestic Theatrical Distribution 
D. BARRY REARDON 
PresJdenl 



Warner Bros. Music 
GARV LE MEL 
Prc:.\l(.kllt 

Warner Bros Domestic Television Production 
TONVJONAS 
Presuie111 

Warner Bros Domestic Television Disuibution 
RICHARDT. ROBERTSON 
President 

Warner Bros International Television Distribution 
JEFFREY SCHLESINGER 
Presidetll 

Warner Bros. Domestic Pay-TV. Cable and Network Features 
EDWARD BLEIER 
/

1rc!.mimt 

Warner Bros Television Animation 
JEAN MACCURDV 
Presidem 

Warner Bros Feature Animation 
MAX IIOWARD 
Pres1de111 

Warner Bros International Theatres 
MILLARD OCHS 
Presid.ml 

Warner Bros. Worldwide Consumer Products 
DANIEL R ROMANELLI 

PresidentWamer Bros Worldwide Licensing 
GEORGE JONES 

Pres•dentWamer Bros Worldwide S!udio Stores 
PETER ST AMRETT 
Pre.\uJmt 

Warner Bros Inter .tational recreation Enterprises 
NICHOLAS WINSLOW 
President 

Warner Bros Studios facilitie~ 
GARY CRE:OLE 
l'rt'.\ld,•nt 

Elektra Entertainment Group 

SYLVIA RHONE 
Chatrman and CI.O 



AARON LEVY 
Vice ( 'hwrman and COO 

SEYMOUR STEIN 
President 

DC Comics 

JENETTE KAHN 
Pre.wJem und 1-:.dltor-/n-Chief 

PAUL LEVITZ 
Executive J:'lce Pre:mJem u11cl PuhltJ~r 

The Atlantic Group 

AHMET M. ERTEGt:N 
Co-Chatrman mJJ Co-CEO 

VAL AZZOLJ 
Co-Chairman and Co-CF.O 

Warner Music Group 
ROBERT A. DALY 
Chairman and Co-CEO 

TERRY S. SEMEL 
Chatrmun and Co-CI·;O 

JEROME N. GOLD 
F.:tecu11ve Vice Pre.rui~nt and C,..V 

FREDWISTOW 
F.xecu11v~ V1ce Pres1de111 a1Jtl Ueneral Coum·e/ 

Warner Bros. Records 

RUSS TlfYRET 
Chatrman anJ ( ·r;o 

DA VJD ALTSCHUL 
J ke Char rmall 

COLIN HODGSON 
E.xectt/1 ve V1ce Pre stdent and ( 'F() 

STEVt:N BAKER 
PreSidt!lll, Wamer Brol>. records 

HOWIE KLEIN 
Pr~:ridem, Nepn~ re,·ords 

Warner Music International 



RAMON LOPEZ 
Chairman and CEO 

STEPHEN SH RIMPTON 
PreJidenr 

JAMES CARADINE 
F.:xecuuve f 'Ice President 

KEN COOPER 
E.xecull\'f! VK-.' President o,d CFO 

PETER ANDRY 
Warner C/wstcs lnlenJa/lonal 

ANDR•: MIOANI 
Prt:.\odenl, Wamt'r M11s1c /..oiJJJ Amenca 

MANFRED ZUMKELLER 
Pre\lden/, Wamc:r Mus1c Europ.: 

WEA Inc. 

DAVID MOUNT 
Chatrntan and ('£0 

ELLIS KERN 
Pres1dmr a11d Co-COO 

RICK WlF.TSMA 
becullve Vtce Pr~s11:knt o11d Co-COO 

Warner/Chappell Music 

LESLIE E. BIDER 
ChQirman a11d CF.O 

IRA JliANKO 
( "htl:f ( Jpaatmg l)jjin.'r and ( ·l ·l J 

RICK SUOE:\IAKt:R 
}'rt:.'ild~!nl 

Warner S1u:dal Products 

ANTHONY PIPITONE 
f'rC'.\"Icknt and ( ·1~·( J 

llorne Box Office 

JEto'f'REY L. BEWKES 
ChQirman, Pre.,.Ident and CEO 



SETH G. ABRAHAM 
F.:ucullw ~'tee Prestdtnl and Prtstdenl, Timt Wamt'r Sports 

CHRIS ALBRECHT 
Executive ~'lee President and Prt.ndtnl. Ongmal Programming afld HRf J /ndt.•petkknt J•roduciWII.'i 

JOliN K. BILLOCK 
F;recutn'f! Vtce l'reJidtmt tmd l're!~Idenl. JIHO s,.,/e.\ and Marketm}: 

LARRY P. CARLSON 
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~IME WARNER 
I 88. AN .. U~L. 8KPORT. 

ll~llcltng Global B~ands 

Investor Information 

COMMON STOCK INI-'ORMAT ION 
EXCII.\NGE liSTINCS 
Tunc Warnu (b<:kcr I}'ITihol "TWX") 1s hJied un 
&he New Y~L S&od; ExchlntJc.lhc l'KJfJC Sto.:L 
F.xcha~ and the l.andon S•·.Jcl. 1~'-"-¥ 

DIVIDEND RUNVESTM£l'lo'T A!"D Sl'C)('k 
J>URCHASE PLAN 

I~ o(Tune Warner oommun ltud .. c.:an 

oblam &nlonnllliOfl ahoJUt th1a plan ~ \.OitlltnJI 

Chcm~l mellon Sharehoklef Serm.c' I. C <: "' 
(tiOO) 279· 12)8 
INDEPENO[rq AUDITORS 
E11111 A amp, Y ~ I.U, 

FIXED INCOME INf~ORMATION 
TIM£ WARNER INC. 
Detlt Sect~rlllc-a 
74S%~adue 19911 
7 9S% N~ dut 2000 
Fluetina Raae No&a doe 2000 

TH.ANSJ'ER ACt:Nl 

Chcm.cal Mclk., Sh-1chul.lcr ~"'~• I ' t ' 

1\ Ch-llen11N ~110<1 

}h..I!JcfieiJ Par\.. NJ o7Mit 
t21216D-H27 
(K(I()):!79- l?'ll 

COMPOH.A Tt: r•lltU.ICATIONS 

Cr11~oCTtmc: Wtmet'~ h•nt\ W·K nnt~ualfcrat. 

Annu.l Wq•tJ1, (Juoulctl\ k'-l"lf~ ••"' S...:tul 
I!:•J•MISihthh rq.lf'l .uc 11\.ttl .. hfc \\llhuul dw.lt:C IJ\ 

\\Till~ u1 wlhnt~ 

M-..rcb~ Kclahnu• 

I nne WenlCf Inc 
75 l<ocl.eftiiN l'laJ.:. 

Nc" VorL. NY IO:)J'J 
(21..!)48-4 -6971 

TRtJSTt:r~ 

Chcnuc.el Hank 
(.'hcmu: ... J lwnL" 
O.emH:.AI Hanl. 

10.7S% S.UC. dcbmlurw nfCab]CYIIMlrl lndu.tliiCS luc d~ 2002 

1 97S•.t.. N~ due :!00·1 
Harll.cn lruat l"<lmtllln) 

Chcm1cal Uanl. 
Chcmu;.al Banl. 115% N«J4a due 2005 

10 S% Debenaura ofSumrml CommYruc.etaorh Owup Inc due .2005 
S I w. Debenturn doe 2006 

K Ill% Debentw~• d~ 20<17 
9 lS% Sauor IA:bmluret ofCoblcvutun ltw.lw111n In• . .!uc 211VIC 
7 -18-/. O.:bentwn due :!{J(Jtl 

Liquid Y ~eld Uphull NOles due 20 I 2 
l.tqulcl V IC&d Upt.un N~ due 20 I ) 

9 1~% OebmiWC» due 2011 

II I )'Yo I.JebentutCI .Jue 2CJ I C. 

8 J/4•/e Oebenturn due 20 17 
9 I S% Debmllarca due 202l 

6 ss" I.Jehcntl&l'a due 2026 
8 J<l-4 DtiCOUnl Dcben1ura tue 20\6 

Maact.eorlty A~•••tllr Pnf~rn411 ~rltlfoa 
4% l>rttcnod hl<:lwlntcahlc Rolallrh"n Cwnulah~c '«unho .. r 
I nnt Wamn ru-.ancmg 1ru•l lluc I 9')7 

~ K75% Prclcmd 1 ruat Sccunua {)( I unc: WeniCf CaJ)IIII I due lUlj 
TIM£ WARNER El'fl't:RTAfNMENT <.OMPANY, I~P. 

9 SIT'!.. Sauor N< cs due- 2002 
7 1/4 ~. Scn!OI" ()ebcnhara due 20:JK 

K 7 JIW. Sen.<• Noc. d .. 2012 

10 IW.~~cluc2012 

~ 3nrl. Sm.o. t)ebenlura ouc !0!3 

Fleet benl. 

L hermc.el Banl. 

l"hcm•~•l llenl. 
J-usl Nall<lnal llenl. ufl I.JSiun 

Chen11cal H.t•!l. 

U~m•t:.~I/Mnl. 

C~u:~l /lanl. 

4... hcllll.:AIIt..nl 

t..A,mnc Mall/and liPnl. N A 

Chema.:.al Bonk 

Clter~l•..:.l Han~ 

narnuc.al Ba r\l. 
<:hcnu~AI ftaJIL 

htst Nat1001l Hank ofCh1c.ego 
liWSTH~ 

/tan~ n( Nc" Y••~ 
lta•IL .,,. N~"' 'r'ur~ 

Jtank of New Y<rl 

Banl of New York 
lknli. ut ~"' y <I(~ 



8 J/8% Seruor l.lc~lwe due: 20l.l 

,_._ .... 
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1!.. W!i!!QK ... liL\0 
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Manage11ent's Discussion and Analysis of Resulls 
of Opentions 1n~ Fi111cial Co1dition 

On Octob<~r D. 199&_ Ttml' Warner Inc (-T,mc Warner· 01 tile 

TCHTlpanyT acqu,.l'd !I'll' r~m.;unon<;~ 80% lniC<C$1111 TI.Jfnct 

B•o.l<lc <15-Ung Sy'>t I'm. In<: I-res") lhlll II (Ji(J not ateady nwn 

A'>" result ollht!. t•an-.actJon. 11 new parent company 'Mih the 

nam< -Ttm~ Warn<'l lnt • tcpi:Kl'd !I'll' old parent company nl 

thl' -.arne name: rOid loml' Werrtf'r·. now l..r1o0wn II!> T!mr Warner 

1 ompllm<'~. lroc L ;md Old Ttmc Werner 800 TBS became 

~rpa1 ate:. wr><>lly o~~o~~ ~ud\~t.erl('-. orllt.G now ~CH11 H..npany 

(New Ttm~ Wmrncr"J Rcfeo"cnce~ hc:rr.tn to ·r- Warner" or lt.G 

"Company· rclcr to Old Tome Warner p11or to Oct~ 10, 1 ~L 

and New T1mc Werner U'lercaiU!r 

T•mc War~ clll'!.'!.ofoe!. K!!.!Xnlne!ios interest'!. onto lour 

lund am rnUII a r ~ 11 '!.- E r'll cl1ainrncnt . con~~ !!.I r.g PI onc•pail y ol 

•ntl'fr.<;.t~ '" rr.cOtd<>d mu5K and musoc:: pubhs.hlng. lllmrd cr-otm · 

li>or>llWfll tr>lr• .. o-.l<>n procJc~C:liOn, IOil'YJ'\~ btt'NMK.~ti"Q and 

theme pllrk~ Cable NCh'IOrk'!.. COII\I!.h"Q p!lnCip.Biy ollrllf!ft'~'!. 

1n r i!bl<' t<>lcvo'!.K>n JY09' ammmg and !opotl'o lr aochlws: 

Put~·~~"~•'"'9. con\l~tng pronclpaly ol lfl.,a1U 1n I'IY1!BIIr>e 

pubbshu·q. book pubhstun9 aod (I.-eel markl"ftng lnd Cal*, 

coo,..s.tmg prtnc•patly ol totereSI'I. tn cabl~ tC!kniiSIOn '>y~om'!. 

A tnatCiflty oll1me Warner·s. ontercs.t'!. '" fllmlld entertainment, 

teleY•s.•on prodiXIIon. ti!k'vown btoadc.asting a"Clltvlme parkr., 

a portion or 11~ ontercs.ts. m cabltl! 1~1<.100 programm~ng and 

., ffiiiJorlly o1 ,,., (able lrlcvr!>oon '!.~!>lems arc l'tcld wough 

Torl"lf" Wanll'r I m .. narnmrnt Company. l P rTWE 1 l1tnr. 

War.-.!< own!. gcn • .,al anell~mrtrd partncrs.l'ltp lflll'lcM-.tn TW[ 

con'iol'!.lii"OQ or 14 •9% oltl'll' pro rat11 p<l')nty capocal ("Sef"~~" 

Capttal"l and rc~ldual equtty capotal ("li!~al C1pn.an.and 

100% eX 1~ '!.~n•or p!IOIIIJ ce~p•tal 1"Sent01 Capnal"l and JuROr 

p110111y c~ptUII ("5l'OC:!> fJ Cap•tal") The re~n~tinflg 2!1 51% 

lomot«< pll<tncrs.h.p tnli><CV.~ 1n The: Seroos. A C apllal and ~r.'!.ldUAI 

Caprtal ol T WE arc held by a s.ub<o•d•ll• 1 ol U ~ WEST. Inc 

('US WEST") TIPW"! W•ner ~not co~.JIItc TW[ ana CC!Itaor­

•cLiJlCd cornpa"'~ (the "Entl!ttllonrne,.. Ct~llor lt.......-w:111i 

·cportY~ purpO'i4lS DC<: aLAe eX ccrtmn hmtlcd par!rocts.hop 

approval rogt>l!> rclati!'O 10 TW£ ''!. .ntf"'rr.,t •n c.-rtam cnt1ko tl"lcv• 

'!.O()() system<. Capil<llili!'O terms. arr 8~ dcluv.d and dc~Cfll)('d 

'"the accnmpanyng con~O(J.ttcd ,,,,,fi('l.'ll statement<> or 

el'"j...C'wt'L~.,~ ~,r·il"1 

.. 

~-- Tr-ucU-• Our "'9 tnr' pa•l two 7"''"' T­

War~ h.U pu-!.Uil<l !119...,-IC.!IOI., ~rate-tp: lllllr8U"IIr'> thM; 1-.110! 

•cs~ed on the KQUt~IOfl oll6S and ll'w upem.ron 11 T­

War~ ~ '"'~~<!.!~ ··~~ r .. tol(> tt"ir'YI'I.IOI"'!Xn~'!o<!. rtro.r 
tnti.IMrvo<> ...e•c p11tt nl an t'lfi90'"9 '>I•M~yto ~rf!n9tl...., T-"C 

Wari>C'f·s ,.cre..zs on emr.nao.-..-.c aod cab~(> tclo!>v~ P'09f am 

....-.g. a"Cltn e•paod the ope .. toen ollalqe 9f'09•apr.<: <:luW!<'!o 

ol c.llbllli!Jilolo1"00 .. Y1otf!m\ 111 811Gfi0111D Khif-wC MOOOOTW'\ ol 

loUie in tl'w' dt"VI'"inpmPf>lllod OWI[lo.~Uor! ol ,_ 100 l!'•pa~ 

'WIIf"'ICII'i Qw!r the 5oiiiTM! IJCl'IOfl. ma~ ai'So ~ tn 

a P'09'"1m to 1mprove tl'le (CJmblne<J hnarw::o.~l cconotoon ol T '""' 

W1rn111 and the [ntcl1•rr•"r.nt. Group. u -....!1 1\ tn .-.c:l!a!.oe 

"'"-- r.-..: ... ""•lbrlly. lhf'ooq"llhe ..-uon ala drb!. 

mducUOt'l program a"Cl ..,g,..toc•,.. 01!01. rel'tnM~CII"iJ!Io 

M.an~,. bt'kvc .. u .. tupan\onn'>tral"<JY l'lu W<jcly 

.chleved 111. ob)eCt.lvG'\ and ~ncrnd' to · •, "fJl'f"f" ••' ,,,. -.. 01'1 

llnprOVII'lf/il u.c comDinC(I IINU'Kllll co"Clot.on 01 '""(''I , .... , ara:.J 

thl!' llll!rtallllnf!nl Gmuv "nrliOCJtrl~ U11111 rJ..erd hrwn(~l 

nrntb41111y thrnugh addii.IOn.IIIINIIaUII•~ ... uc.t-1 1'!. c~ 

01!01. reducuon and •mpoemefllauon ol11anous. co'!.t-~s. 

1100 rQYcnue-tmt-.ncing mca!>Uic; de~ to aUQmerll 

/uodaoneotal buU"IC'!.!. growth 

Const'>lcnt .. th ma~cmcnt"'!. "-'alegoc dorecUOI\ T•ml! 

WarfW!I complclro the rOIIO*In<;~ lfanuct100• rn 1996 that I'IO'Iwe 

I•~ and arc r • pr< ted to u>ACJouo lo ha~'"' • ~oqtoloe- eiiN I 

,_... IU 11"~.111'> o/ OJ.H."'IJIIOO~ Olld (on.B/lCIIII f OOolohOO 

• Tt>e II(QUj">IIIOn on October 1996 oltt>e r~tn ...... IIO% lr'IIC'I"'!.I 

111 TB~ that wes. not already ownftd (the "T BS Tram.ac;t;on"l 

In tMV>ef"'-'" w•th lht!.ttln'>IICtoOn. N-1 •me Warroct "•l.><>d 
Ot llljjr!H'd 1u 1\\ue eppro••m•tcrly 178 'mllbon ~~~~or 

common "toc::k_ ,pptooomatcly 1• rnoloon '!.U>ck optoon'!. •nd 

S67 rnw.:,n eX con\>Ge~AIIon payablt!. at''" ~.>t«:toon. "'""""'' 

ca'h or t ummon s.H...- k lolew T ·~ Wa~rocr 111!>-0 e'!.sr.n•~ 

appox.,atoly $1 8 boUIOf\ oltnckbtftdoo-.~ It><-~.n ol 

TB5"., I'>C'II''> lind f'n11!1UtniN'r>t p!()(jllmm1n9 nctwor'l'!. lolm 

and antmahon I•D• ~IIC'!. /1Im prorJ lK uon c omp.1n..-'!. dnd ~pot!~ 

Iran<: Pit~'!. 1'!. cape<: ted to <:om~lrrne-rll ••llulllly all C>l T orne 

Warroe<"·., bu~,..,~ •nliHl''!.t!. 



• The ""p~erncnumon1n Acw• lSI96 ol 1 plogtAm to r!!purctwJ,.-. 

/rom ~me to time. up to 1 !I m111on shlru ol Tllnt' Warner 

comm011 ~tack ThiS ptOCjjtam 15 !.Lippc:wtecl. rn part by a lrv.­

')'C!•'· '7!10 lftlllc)ft ll!otOIIII"9 Cl~ f_.:lllly Wt'IICh 1~ Npl'Cied In 

be repa1d ptiiiC..,.IIy from the cash poceeds /rom~~ luture 

CltC!ICI\C! ol employee Stock OptiOnS AS ol December ll, 1996 

T- WarMr hac:! acqYfecl appto•rmMely 11 4 INIIIOn '\hllrr~ 

oii!S common "ock lor 1ft 199fO<Jite cost nt 14!16 mllllor• 

• Tlv rs~ncc iJl Apt~ tiM ol 1 6 mlllon ~u o1 .t I'IC!W 

S(l•.es 11 ucNngeable ptelerred stock. !!'llhech cu,C'f'ltfy pay\ 

cumulatrve. ~a !oil diYICiends M ~ r11te o1 10 1/4% P"" 

annum 1 he approx~m~te ll !r!l bllton ol net proceeds rat!oed 

from ltll!l traraact-. -• u..,d tQ roouce dllbt !the 'Pre14e<red 

Stock Rnrtnanceng'J A~ •eth Olhnr ecunns to~ncl! the 

oncaetron ole SZ·Sl tleon c»DC rl!ducuon proljlam 1n 

fPDf'--'l 1911!1. Including Ute eapected 11117 ule of JWl!. 

mter~t on £r [ntonatnmerc T~.sron. toe. '"'"'Werner 

ani"J the E rcert-en« Cro14Jiutve I!ICC!'I!dndthett rnocoal 

go<ots. under tho\ ptoc.Jtlm 

• Tflc reek:mP'IOIIon 1ft6 and early • IJI7 olapptor•matrly 

I 1 S brllron ol c~ aebt useng ptoceeds from other 

r-nclllCjl!.. whiCh~ !'llernY IIlii. S~l!d d( bl 

mM.,..ItiC'!> and eii~JWWieOIIv po(rntrol Cltklllon /rom tllr 

conver~ ol Wleh teea.ltw., rnto ll l m1l10n \l'\all''> ol 

comm011 SIOCil 

• The acqu~rtron 01 Cltiii!YISIOII fndu!loltre!l CorpotatW'Jr' 1100 

related C:OmPifl'l" rCVI"J on Jan~y 4. 19HIIhe 'CVI 

ACQur~otooo-1. -.en IUen!jthCfled T~m~t Wllroot Caolc! ~ 

~gtapruc. Clll$lUIS ol Cltlle telc!viYOn Sy\U!"'o~ end !.UV\Ian 

ually ,..c,r~a~ 1M IIUtiiCJft 01 r .;Jblr sub\Ct!Oefs ~n~tnaqrd by 

frmc w .... ....,, C'abie r-w.,_, •<>-d 29 moloon ~•o.a•«" o1 

c,OI!liJIOII ~tock ano 6.l million \hate~ o1 new cnn~ttiOtc 
p~ell!tred \lOCk and •~ 01 rncwred apprnallnlltely 

'2 b1f~on ot ondebfednft~ As ol D<.-£1N"bet )1. 1916. Tmr 
warner Cable, -.en Wludes tlv cable ope•atltJn .. o1 both 

,_ Warnet lfld TW£. serW!<lapptoalmatl'ly 12 3 'Tlii~·Hl 

SUDSCIIbelt •· pUwn~jj ,..,..,. 20., ollhe IC!Icvr!.JI'fl 

toomet. 1n tl'le U S 

TN> 1\MI.I(f' of tlvw lla"~l!On' an(! theu ompan.,.. thr 

.,, ... , ol • ,..,.c.no.. en.J flft8nE: ... cnndrliOfr nl fon ... Wa••"" 

and ltle E nl.e<l.b.._ Ci•o1.41 are f.,,,_ diu oO''\o•O ll<'k._ 

II 

,., ,~.,.ucti- In lhe IllS T••• uctron. \'eCh ol Old Time 

Wll/ftllf and TBS beCame o;t•po~~<ate "'l'lOIIy nwncd Wb\ldlllll•' 

01 .,._ T~ W/Jint!f. WI'IICt> c ombrO<'"· 101 fofllltl(;oef reporton<J 

purposos. tlv c:on\OIIOatrd rw t as~t't and oprraung rc'l.ult'!. of 

Otd Tlrlll! Warnrt lind J 1:1!. lach •'>WI'CI 11'K1 OUI'!.~nCitng Share 

o1 each ell\\ nl caplll'll '!>lOCI!. ol Old l•me Warner was convrrt.~d 

"''o one shart' ol 11 Wb"Utnt~,ay IC'Irnl.!f' al cia'>'> of cApital stock 

o1 Nrt!f T liN! Wa• net 
In connection wrth U'lr TU~ l•an'>llflll"' N.-w lame WarrW'r 

"~ (tlapprnr•m•tnly 1 n • n11lloo" \luttn rol cnm-notl Yock 

(lncluellng !oCI 6 million 'harr\ ot I MCN V C:le\\ r.o"'mon Sloe­

to alhllates olllbc'rty Mc!Ooa CIIIP')'llllon t'LMC'J. a ~~lA')' 
01 Tale·C('Itn-OfattOn'> tnt 1 ~n ~·tl\arog.- fur '!.hare~ of T85 

C'Apltal \toe• and (11) apprn••matt'ly 14 miiiiOI'I stock optron., to 

rr-pikr Ill !MII.,UtndlnQ 11:1'> .,lock OI'IIOn\ In addition No•.., 

T- Warner agroed 10 I\'>4.C' to lMC and IU ellllllfO" at alliiN 

data an ldd&~<ll\ll flvt' m~IIOI> ~·~·~ ull M<.N V CIIS\ Cnmmon 

Scoc• and JiJ m1ll1011 ol ccJII\MJelatlon payable. attht' ek!or:toon 

ol Now T- W•ruer. Ill f8\h 01 IOI.Iollf.n~l\hll"" nil MeN 'J 

Class Comrnon Stt»ek Tho'> <Jdd•ll<r<•rll < on~odl'lallmlwlll trr 

1\!>UOd pw~uarc t_., a \Cpa• ate C]!ltron arloll oon compoU11oo 

IQf0.111Gnl thltllllllll ptOV~, It: - lll'nl' Wat~l GIOICI~OS II'> 

ope .. ol, lOt a \Ub\rdlotry Oil MC 10 forovidr CI!I'IIUI ... l~lhte uplink 

lind dJ'\IIIbulll'r'1 \erVK'e., In< Will'> 8 btt;adc•.,ttclrv"ron 

.,1a1101o o.rneG by JB~. II~ K convrrted to 11 copyr19f1t pa•a. 

C110k- te~t\11)11 ~oglornnurw; ~tlrot.r lilt! coo;tto otcqy~~e I BS 

was approaomatety i6 'l bolll()ll Nrw f ""'' WarrW'r lu1\ aho 

fuN)' llld uncondlorm~~lly guaranlN'd"" cJ lliS'~ and otdltme 

w.,,..,.-·, ouL\tolllld1111C)J1tll'llorty t·aded lndebtrdnl':..,, WhiCh 

..,OOW!ted to apptoumatrly l 1 0 JO llrUw111 aucs U 7 !>4 b~IICln. 

re~pecll,aly. 11 OPc.rmt"" J 1. HI !It> 

A!. pen of too lntegr auon of J B S " Dos1ne\W'> '"'" 1 rnr 
WIHnet'!l oporallng \trULI .. C!. ~rmrnt io, J)\.W !1Uif19 VIJIOU~ 

Co!oi ·Uvt~ and tcvrnuc enhanrrn17111II!IIIIVr~ ')u( to lnll•ll•<'\. 

\orrte of wh~o ha11e aJtraCiy Df'('n •mplem.-,.ctJ, 1nrtudl' ,,. ... 

CM!IolJhdDIIOI'I of trtlatn duphc a1111c •lllmu .. \11111•11•• nnd nper01 

toOIIIIIunc!IOII$ (such,.., uan"erm19 tiM• m11na9rmcf'll ol TBS s 

l~l~on \Yndi(IIUOII 1111d ho~ otarn npe•lltiOfl•, to Watner 

Bros}. ltol! rt~'ltruelurrn<;~ o1 l8') s '''"' prnductiOfl companoe\ . 



IM pl8nl'llld r Ofi'IIN\ti:Jn ol WT85 I1CIIt1 a btllllldll\1 \lljlf't'llaUun 

ltlto I HJPJfiQht·pald. c.C. letiNJS.tOn Pf09feonlnlnljj '>C!<wou• 

tne creM-' olnc!W besoc: cable te..,..o~on n(.'(loooorh l'luch "' 

CNN/SI. Time Wllfner·~ -.paru- nc!CWOtkl ane! OIN:r 

'M'~OUC·enMncll'lg ICIIVII.S.. includi"V lr>e cro"•P'Ofn(IIKIO 

rrllfWNIIIOn n~~. ,.._ ICWif~ llld ctwdtt'ft s .,.,.,lm1Nf19 

1ft res.uuclur1f19 TBS's ,.,. productoOII acllvtlleS., Time 
War~ has a•~IC!y pnuec:t ~all productiOn acu~ o1 

Turner P>cturH al'lc:lls ..,-..ling ••eri"'IMovn for Cuue l:lock 

[.ntettannenll rcaule Aoa")llld New liM C._. ("Nrw 

Lone·l fM,.. altlltn.W.S 'lfiVII rrom an IIQUIIy lttnUCIJOn 

ontetf'M on lhOW s.tudloJ to a nont.C:OUIM fll'lllnt"''J tr-.chon 

C•lloie '"•'etJ o .. ., u. pu1 t"'o years. T..- warne• na~ 
comDoned _, or ec:quwed cable telc!vo"nn ,,.._., """'1'19 
IIPPfOIIIMt .. y) 111'1111an W.Otetltlafs.llho "Cable haM¥110tl!o -1. 
IOINch, aiOnCJ ....., ft4111\11 9"M'h, MS. lnCI&a!oed "le totAl 

n...,bcr ol .U0~,.,_.,.....,... IN! me~ ol Tomr, Warne• 

Cable to 12 l m1110n from 1 S lllllhon sub~rlbOf\ II I PIC f!nd ol 

1994 Ttv• eJ!)MlS.IOn WM.gr filii' ll!rO I dllndlt«J I liN' Wlt~l 

Cable's reacn ol c.tl'e .... ._...,., 'J'Iom\ tn netghbofhnodo,. 

p.s.smg HI INIIIon hoflles or tiOW to ?O'Wo ol ti!Aovi-Joo homo\ on 

tne U S In ldd1toot1. 1t.e •e now l• QeOQ'8pfK Clu'l.tC!fr. o1 

cable tetew"-"On s.ystems ~ - 100.000 ~!K'It>m' f'Kh, 

onc.tUIIInljl 11., .....aeu loUd\ n New York C•y. norvwn N- Y01k 

State. central Flor108llnc:l NorUI Catoflftl ...,..ment ~~ 

tnec uo. ""P"DW<I cone..,..,.. oi ots wou:rot»o bn•• ...... 
pr~W'de for s.IAtained ,._ 9'owth from now aN;J r•panclnCI 

~n. aiWJ p1~ c..-111'1 economoes ol w:.alol! ·c~Uf19 to 
tl'le uwaO. ol tne leehncMoglc al tapM)oloCie\ ol T ol'f'lle Watne< 

Cable!' catlle 1~ ,,.,..ems 

llrnto 'N1111- 'I r urrrul \lllllr>Vy" to •r .. tructurl! It' c..­

lt!lrviSIOII 'I.J'It!ms !>0 ,., I\ r•ectiCatllc! and nn ., ... err~e .. nl 

b • .,,.,_ to eneble \uth ,,.,.,e~t~ w De 'loCr·lll'lar>cecl As part ol 

th~ ~racegy. Tnn War._ os V'flltoq 10 rcOuc:e rts economrc 

HliNC"IIn (Nl Cable IOII!VI\ICin hU'!.Inf'\\ Ill Clfdrt to rftduce 

rlt'lt~ cll'l:ll and"' \flare ol future funding rrquotf!fllt!,.., 

related It> \uch cable OpP.<Itoons. Thn ptomflly allerneuve bl11t19 

pursued 1\ a restructunng ol lWl that would d«reaw l<me 

War not's cable! lr>l~>re\t\ on TWl an<:IIO(rcaso Tuna Warnor·~ 

lnlOIOfol~ In TW[ 'I encet111t'1111t!nl al'lc:l < abll'- N)\¥01)1~ \ Any TWl 

rHIIUCluiVIQ drprnds. among otiM!< ttungs. upon !ollf:CI!!>Shrl 

nctCJOUII-'' ••h U S W( S T and nt""' thud partJO,. 1 ll'l\f'goua 

lloro ol ccwtaon !'trdll lllll.ment\. or>c:l,..-:ong tt>e t9t~ Credit 

Agtoel'f'llent. al'lc:l conwnts or app-ovals lrom cablo totevl~•ot> 

fr-hlso lnd Cl4hor revu141to•y lulhO<IIIe\ In aMrtlon to. fit on 

liou ol. a TWl rq\trutturtiWj r.othor altr llutlrves "'malo av.J•Iabk> 

In Tome Wa•ner to advarocr tnew qmll" wwroe ol *"~~""would 

not •equrre U 5 WESt <"on"'nl tJUl .....,10 stnl •cqulte auwr •~·•d 

p~t~T.r. lranocl"'..c: .tnd f&QUiaiOIY 1pptovlll" lht-<1' 1\ nn /'1\Wifll)('~ 
that any~ lhf''W' ctllnth _. \u£l f'f'(l 

U•e of Er l OA Th~ lollowtnQ (CIIIIp¥~1ove dii.CU!.!IIan ol lhl' 

resut.\ ol op!IIIINl' and fonanc Ill CondtliOfl nf l ltne W1rrwtt 

and,.._. [nllerternment GI0\4) •r.::ludoos. llftOI'XJ otner hi( tor• 

an 11\MySol' ol Chi~\ 11'1 CIW opetM'"9 oncomr ot IIW bu\ont'U 

seco~mef"lls Delorr deprecoauon 8ftd amnouuuon ("l81f0A"I 1<1 

nrdo>t to ~mooate ,.._. ellect on VIC' ~·•'"9 pcotf~man<.r of 

IN: rfuJ\oc lolmet1 entetUI...,.,f'tll. r ablr netw()f• and c:ablll 

Du-.-.e,~c\ ol ~tgnlf~eanc a1910Un~ 01 11110f11l1b0n ol nanglble 
IUI!I\ lr<Of,ll"led oo lht! S U ~n ICQU~I(Inl'1 of WCI tn 1ill9, 

I hi'S 1 1 Dolllon 8CQU4\IIoon ol the AT C rtiOilOflly .,.f'tC!\1 t11 1 i97 

uae '2 l bill~ nt C1ble AcQUo\oUOII\ '" 1!19!1 ana 1996. I hi' 



!f. 2 bdhon KQUI"'-101'1 d TBS on 1 U!lf. al'ld othe< bu'IOC''I.' 

r::omooauon,. accoontod lOt" by the pyrchlwt rt~e~ hod r tr>anc '"' 

an"t~u. ge,.,•ly c~~ EBITOA to be! an IITipOftanl mea'LJI" 

ol tompa-atlve oper~~.~nej~ pertormatW:e lor tho ~Uti' o1 

T.rrl(' Warrtet arod !he En!l!rUI~ntnenll Gl'oup. arod ~" uwod '" 

comp¥1~ to~._.....!!. or Uwl covereqa ol >fltr.~a" cx~u-. 

a~ a measure oiiiQuidlly H~ar. [BITDA !>houlc:l be con'lold· 

e<od In •dcllliOfl to. noc as a k.lbslltuta lOt. oper81109 tncome. nr.1 

•ocome. u..n now and OCher mea!>LJICI!I d INncial P<'flormance 

and hqutdlly r.-pottHI on ICCOtOatW:C! Wllh 9f!,_,alty ..CCt'piC!d 

accot.nt109 puocople!i 

fiiiiUCfiOIII APfiCrJ•o COif,.IIAaiLifJ 0, 

lliULU OJ O"laAfiOIII AIIJO JUIAJICIIL COIIDUIOJI 

In COnnC'( UCJI'I With man~nt .!!o <;ttalCQit IIHIIIIU\'C~. T tntt' 

Wa• ,._and tile [nte- t.stnmer'll Groop hall'£ COmpiciM:I a <oumt)('r 

ol tr.an~tiOfl' Olll!" !he pa" tlllfO ~61!1 wtwct ""'"t' alhtttod the 

comp~~tatMidy o1 each eru.y's •e~ullls o1 oper&IIOO!> .and lmanctal 

condtiiOfl for Ttme Wll/rtet, tneM tran~~ IOC!ud<> the 

TBS Tran'>.Ktoon. tht Cable Acqut'lolbunl. tile 11 OCHUITo~lltba 

Tran!.lcto:m, tile Preferreo SWell Rl'{lf'loAnCIOQ and r::f!rta•n 

otl'lel deDI •.-l~n~~nc~ llne • TW Trant.Kt.onlio "J r 01 tiM> 

[ntllft-enl Gloup, !.nne u..-...ac:IJOI'IIInCiudcl tM lor mal iOn 

oltN: TW[ Ach'anceiNewhouM Partnerv.p, the rllfonanc109 

ol TWf '!!o ts.nk deDI Md Cenaltl a5H'I ...WS. Inc~ the ~ 

ol ~l"''o ol TW['!!o lnt~HI.., 5,. rlags llhe "(r.artatl\n!C!nl 

Group Tran~uons • and. wben tallton 109'J'II'Iel ....,,h tlw! TW 

TriiO~~. tho "T_w • ..., ftlt!YCtJOIU") [IKh oiU'te~ 

''~• tto "-e tWty diKIA!oed fll~• '-eon 
In or~ co onllance (OfWpar.oudtty the loliowi"Q (11-.cu~"'on 

"' fe!'>Uit'\ ul opr<atc>M lor r- Walf!O< and lho £rt1(1rtallltrc.fl1 

Group IS. s.uppleme,.ed. M'lclre app<opriMe. Dy p<n IOt"ma 

.. 

IUU>OCIIII tnl01mattonlhat t;jtltt''\ ctiKitn It>£ f~ W&l,._ 

lran.,.l"ltnm arod thfo I nc..,t.,.,_nc (".ro~ T••o!t.ac:toon~ 

rco.poc 11-y n ~ 'LU(' h ,,..,.,«110M twd ncr urrnd II I he 

borjjlnAOQ d IIW! re\pc!<.U~e pc!'jiOCI" p<l!'\cmtl'l'd The pro loon., 

•r'!.ull" llr p<H«<Irod 101 tnl01maunnal purvo...-'\ •only and 11•e n01 

'-'0"\.,•y ondioraU\'1! oltht' r~ah<"ij ru..ull'\ lh.ltt 'IIK!uld twlvr 

()('Curocd hAd the Veno.M:IIOn\ iiii'IJJeUy occutr('<l at thfo tw!9•nntoq 

olti"'I\\ pDI.....,'l, nor ••• tnt, f'IN:"'"'•"'Y 01W1oc atJvo ol luturr 

OJM!f.lll'"9 rP..UC-. 

IIIIUUI OF OPIAATIOIII 

A\ 1 reUJII rJ ti'W! T R ~ lr•n,ac 110n I tmn Wat ""' l'lt>W ha~ two 

FlO.,. bu-\\ Wl,j....,OII, wt¥ 11 p•r•ll.,/ •I) l""""lU"J t'ol\lln(J 

•ntarr'\l!o. on '*"ex! rnCM"'"~ lrw:l tat)if' t('lrvt'>>(lf> 

P'O<J'IImmong ,...Jd Hllour;h TWI lorn<' W.1rr1r•r <, C.1blr· Nelwotk<, 

'><!(lnM>nt P' II>( op,lly r 01,.,..,,,. n1 I !1'. "r •blo h•lt•v,.oon rw!l....o<k" 

111'1d 'l.por1!!. opcr&tiOil\ ll'l(o'l.t" ~ratJon'> ~tl(iudc ont('Ha .. mou 

n<!I'Worh kKh a\ I Ill J 1 tv- HI<, SulK'' ~141K~'>. I two C ~<loon 

NctWf)l'~ lllld Tu""'' Cla\<,oo:: l.olo""'" new!> '"'I'IIK!rk\ \uO• a" 

CNN r NN lrllf'<MC>onal.al'ld C:NN Hr.at'lloP Nf'W'> arw:l-.potl'> 

lranc,..•w\ co.,...."'"'ii olthe Au •• ou Br•"es and ttv: Atlanta 

HI.,, Tome w .. ,..,.. ·., hlmod lnll'ttah·vn.-nl ~cgm<!nl prl(l('tp"IIY 

con!.l'l>li ol HI:. S l'llm and '""""'~ p!rodt.: IIOfl and dt.,U'Ibutor" 

opMaiiOII~. oncludlng N-l nr Cntlc Rotk. Hnnna 8artx>ta. 

Inc and tho fOt"mN ntm and '*"'"'IOfl hb<&rlt'\ ol Mct•o 

(~,,,.,, Mayor. Inc aoo RKO Ptell.re.-,, tnr 6cuulioC the 'M.uU.-, 

ol operauoru ollhelioC tKAone~ .afld ftm,. War nN ·~ c atHr. 

Dti'I.IOC!\MS Ill! nc1C Contpe<.oie IO thtJ pii('W ptlfl<>d. lhe l~nq 

d,.,.. U\WfH1 ol DU'IIfWI'Io" ~mnnt ~·ralll"ij '· 'Koll\ t\ ptcl.l'ntrod 

on ll>Crlh a ,.,.,.Ot' IC a! 1nd pw form• !!""-'' 



lift V.$ !til 

EtiiT OA end opet8llfl9 ~Oitt(' fo- T~~t~e- Wornrr 11no:11~ ( nlr•ll~r•mM• G•oup"' l9!1b ,.,~ 1 Y!i~ *'r II\ frlllow., 

IUIIUA ~-..,-~ 
._, __ ._.. .. .. .. _ .._.. 

-~l-'--11 ~ ... ''" .... - IIU .... - ,., i .. - --- .... 
liMe w ...... : 
Putlfthn~ ' H~ ' 416 ' Sl!> ' 

.,, 
' .. 8 ' )II 418 ' Jll 

Musoc'" 144 6110 144 600 )Ill lll )61 )21 

Cable NI.'IWOtk$ • TBS ~41 !101 161 1'91 267 99 

f •mod EntCftill'ltN,. T8~ (1011) 18 ll 11011 1611 II 

(:~ 476 41!1. 411> '/10 I!> 211 1!1 lSI 

,,..~!W!9J"COI ~llnw>at!OI'I ,,~ 6 • II~ 6 • ,,. .. , 12.114 ll. Hl S 1.M4 suu ' Ull ' t4l ' .. I Ill 

[.nterta-nl Gr...,p 

r~mco £rot~"' . w.,""' B•o' !>4f. s 4110 ' ~411. ' 400 ' '" .. ' nl \ lH ' 1~1 

So• fli~JC;!> Theme P.wtl~ 1:.0 19 

Btnl!<kalillng ThcWB~~~~ 19111 lbbJ t'Jilll 1111>1 1•81 (lo()J (~I l"f>l 
l..lbll' Nl.'l~b H80 ]'>0 )~l J'IO 711J IJI n• 118 ll4 
( <lble I,U6 IU!I I \M un 606 ~ll 606 ~2 

lOI;tl s ~ 3:14 SlOll Sl )34 '2.0~1 SUMIO ' 11114 s 1.CJ80 ' ttl 

(11--••-••--.. ,•s-ooc ____ ,_, __ ,,,. ___ ,_,_...,...,.t.,._ 
tTi tlfeon _ _, .. ,,_tii_ .... Q/1151"--"'S.. 1'-fl' ..,.__.,at loi-.IJ IIIII' 

T 1me W81rtel h.cl ,__.. ol S 10 ()(.; bolloon. 11 los~ ot 
I 1!16 mlllicln II 11!1 ~ c- ~aro) bof01e-" llllleotd.n11ry 

loS~ 011 I~ IC'IJI_,. ol detll end II net lou ol '181 l'llolllof'l 

IS 1 04 pet comm01> IIWI~I 1n 1816. competed 10 r-nuet ol 
S8 067t)lll<lf'l 11 IOU ol S 1 2• mllloon (S f6 pet C'Dfttmon ~lwCI) 

be-101~ "" ~•llecltd.-y lo~ on !he,~,__. o1 debe~ • ne( 

loss ol Sl66 II'IIIIIOf'l (S ~7 pe CDfttmon ~reJ In 199~ ,,,_ 

Willner~ G<JIR1'" U. ~alnCOINI olthe llltt'l\-ant G~ 

•a\ Sl90 ~n~llton "' 18116. competc<J to US6 moU11011 ., 1 i9~ 

A'> dr\CtaWIO ITIQie fl.llly ~.tho •nc:reaw: 1n ,_ 

Wo11rnrr ~ lliSIOI'OC-' net IOU lfl 111116 PfiOCipelly tO~Itod hom 

an lnCIIII!oe on .ncc:r~ ••Pfl"K' reJittng IO llpptOUmAirly U 1 

t.tiiiOI'I ol deOt IIUUme<l nr ..C:Utl l'O lfl ll>e 18'> ltnt ...... i>(lt> Dnr1 

lhe Cablt' AcqutuiOn~ and .11 OOCIC!ft~ on •••'"•ln!Oflt "'latrd 

on<.omc! promatoly reial..,. 10 lowe< ~on!, on ca-tarn "~ Yle~ 

~>Ch rnotr. th11n olr!!oet .an ..,.,.,.u,ncrene 1t1 thf' npr<aung 

oncomt! o1 T•me War'*'~-~~ s.G9"'1ool\ .!lnd •~r•l'a•<.'d 

OOComt! fr01n 11 ~ C!qiMy 1n ,,., pr~•• one- ollhft ( n~•taonn., .. 

Group T~ lflC.tCII!oe on TilT' • ~~-~· t 1996 nt,_.Ofoc•l nello'-\ 

pet common~~~ wu f\6Ulef .rfected b~ • S20S ,.-.. 

1nr •••'WI "'pr!BfenPd dhl~ ·~•,....,n •••"nv to I he 
P'~.,,ml "oc~ tt.- lt'l c~LWWI -t•tne Pl'afcurod ~cnu 

Af'flftall<;1ng 1'-:1 C•b6e Acq..niUOn\ and the 110CHU1lo'\t•ha 

lr Ill !~.tel_,, oil WM In j\llf1 by Ute $11.111 ~ C'f} Cl(( It om IUUift9 

1 1J • mrlhon \her~\ of common 1. • on cormr.ctron ..,,, 1tw• 

fBS Ttanurtl<lf'l 

,,_ WsrnD< ~ hi">IOIIC.,al rnuu ol Q9eflhon\ Include I Pie 

ope••urrg. •e!!.ull\ ole-.::1'1 .cquwed b.lurwu ftom the ••'PDCII¥cr 

rlo'1>•"9 data ol OKI'I tt-.c:DOn On • pto 1«11'18 bnr~. t;jiWif\9 

elf«t to the li~JK<W~~>•ftf!• l•~tll)n~ 11·. ''"llf'" o1 \U<'I'I 

t•an-.llchon\ f!Ao(J ocn"'od at trw beQ~r>nonr,t oll911~ ,,_ 

W••nr• wr....S tta .... •.-portco fOIII'Ie .,._.,, endeO ()e.._c·mbel ) I 

l W6 111>11 111!1~ '"'9«1-'J. ,_,.,\ ol Ill 199 btllron ~ntl 

S 11 1 !I• boll>0<1 I 81T OA of U 11• bolloon and S 1 141t..,ll("' 

operellfWij onc,mr or S9lll "'*"'and Sl42 moltoott ··•~ucy '"'"'" 

pr"'•• ..c otnc' ul lhr ( 1\C.,t-r.nl Group ol \190 m1Uoon •od 

1186 mAoto ,\ 10" t>O•Iore ~n1•01!Sin.llty lie<m 01111• m1lko11 

lnd S2 U l'lltloon •S l 0~ end I I} P* CoMift()r'l •l'latr.J lind 1 

nt1 io~\ 01 Sll!l moll.on 11nd U n m1lloot1 (S 1 11 and S 1 04 P"' 

commnn ~l'la•r) 



The 11196 end 1 tiS comperitorl of pro f01ma ret.ulls .,., 

!.•moletly .,.ecled by •ny ~~ hi~IOtiC.,Ilend., INOI lilt' 

unrl'latcd to the lr-"1~110ni9""D" pro 101m• Cllfrx:tto t~•eol'l. 

'l.Yc:h 1\ loot'L>r ~son ce~UW~IIM\ '*"'"'"'s.ed ~ 
1,... n;ro8Md pro for,.. ow. hillOIIt •• '* N»s" for o•r h 

perond ~~ pr-.:apelly the'"'* d "'9hel *"OftiiMJon end lnll'tnt 

e•pe~ •noc~ated WMI't "- JBS Tr.,.....ehon encUhe CIIOie 

Acquo!Wtoons Tfwo 1 ~~~ pro t01ma reklll.s .,. I~ ""ected 

by the '111"""-•nc pre·mer~ ~M~ Iones. 1nt:urr~ by 

TBS's Ill~ erR~ camp.••••• con.equencr of 
l!ouppoindng results from _,ldwlde lheatr~t81 •rleases 

The tnu•.,••~ Gloup!Ud 'l'YI!f1W\ ol t10 Ill! bolll()n 

and n("( "'cOiftr ol 1120 mollon 1t1 11116. compared co •cvrnurl> 

ol S9 62!1 ~. lt'ICOII\eoiiUQ m~before an e•t•...,•Oor•l'~ 

ln.,s on tne ret~ttmenl of oeoc lttd net tneome o1 S 1<~6 million m 

199~ On It pro l01ma balol~ 91WWJ efi«IID lhe Erweruunm<"nl 

Group T••ns.actoons n ~ eec" o1 ~h tr~loon,. MJ 

occ.uHed atlhe oog•~ olltl!l. the EIUfc.ntnl'ftl Grnup 

would have •eporle<llor !he .,.., ended Ollccmbet l ~ . 1 lieS. 

revenue~ d It 6M ~. E llTDA ol U ·0 l btllion. op.N .. tnQ 

•r.c"""' olin• lftiii!On.lncame betnre nliiiOtdlnw)' um t.t 

S203 mllliorlencl net lnl:oMe til 1119 ~ No pro t()tma 

fonanc:o•loniOtmatoon IWa ~ prcn.onted fot .,_ (ntera.•omonl 

Group t01 the ,.., el'ldM Decembe< ll. liM bK-.,. ot 
s.uc;h v•11~toons •• -..dJ ~ted."' .. IIIM.IIflll rnpecu. 

1n the ~>~~one., r.n.nc ... u.t.- .r. 01 '"" Erw•r~ Group 

A., CII'\CU!U.ecJ .._. ~ ~. u .. £N.ettawwnent Gt~ S 

"'"'oncel net •ncOfN •• ,._in 1tH •~ tornp.,ed lo p;u 
10tm8 r~s. 1ft 111!1!1 ct.."'-"_,-~~ IIKleaM 1ft opetM-'9 

oncome gene<•ted Dy '"' DUWWss segments. lt'lere.- uv'""' 
due IO ~ ftoaunt;~lfllefftl fMft end U. IOMne:r ol 1 S2' 
tNIIoon rltriOI~Y ~• on cne '""_,. o1 dltbl rec09,.,•d on 

lWS. oll!oe! '' p8tt Dy 1 Cleereaw .n wrwesamerw-relate<lo"{Of'M' 

.,.., an increue 1n mll10flty inll'l'r\1 e~pen~ rdMed lo tr1c 

TINE -Advii'ICII~(!WhOuMIPatlnt"•.,_p On 1 hoUOtiCal ba\<!o. 

~~~en uncM<I~ ~rat-'9 venos -1! enhancl'<l by favOiable 

compa,W~ns n 1!19 .._. r.-ylboenelot~ from the ontt'f< sw 
u~oog~ Oflkl- a1tetl91' CIObl leveK tfiiAI!tCIIO tnllt\1191",.....,1 ~ 

01'90"'9 ol('b( re<k.ic:loon pt09ram 

1hl" rclauomn o ~ oncome befOte ~ne~ IIUC\ 

M>d .-.:ome 111 aapen!>e o1 ,_ Watnet '' ptonc.,.ey efll'CtPCI 
by I hi! .!WftOtlllallon olg~ .wtd certain ot,.,...r llf'ler>clal 

'>lftiC'tnefll CliP""W\ IIWI at• nDI oeductiCIP 101 IIII"Oiftn Ill 

pur~ lncOtftel••r•P"fi'Wl oll...-.a WA·~r lt~tiUlk\ all 

o"(- taaa' •alltO<I to"' •lln<.et-1<' ~,.,., nl p.,,,.,..,~htp 

one- and IU. oqull)' "' thr lftC.(JinC tar ropt·tl.,(l "' c Olpotolf• 

~U~Id18UC'' ol tl'ie [t'l('ftaonmN>I Group 

liM[ WAI•fA 

............. RCVCfiUO'\ llo(.ll"II'>N1tn '' II J bothon. rQtnpared 

10 U 721 bolloon ~n 1119~ ( ltlfOA oncro•a'ot'<llo \!)J!o molloon 

lrom '' 76 fhflloon Deprrc•atoOII 1f¥j amortlllltoon 8m0U111od to 

,, , 7 m411o()fl In 111116 ends~~ milt~,'" 19i!> OperallnqiiiComc 

lf'ICraa\ed In \411 mrlloon 110m Sl81 mo11ton knvPtiUill l>o'nefll1'<1 

from acrou the oo.rd one: rra\1"\'" "'"9•1- ( JICUI811on, adiiP• 

11'•109 tncl book r,..,,..,,.,,.., AU m1111r fiiii?Ai"IC" br.,<1'> arh.eveel 

raven~ ~"''> oncludmg P~ l trft'll•""'"""' Wrc!t/y •nd 

Sport~ ~ta1M1. IIW!IAIIt"r ol wftlc,., bc-,.,.,,ted In p8tl ltOift 

Otympo( '>-•elaff"d CO'Ifi!IA(,IP ltW' '"' rra'-1.! on bOok •rvl"nur.\ •n 
led Dythe dlff'<'l tn¥1leung b,,.,,,..... .. .,,.~ liJIIOA tuld operaf'"9 

oncome lt>CIOI'\P.d ptii'IICipAUy f\ 'I lt"\lllt oil,.. ICIICnll(! 9•1m. 

........ fthenUD' dit( ···~ lu U 9411 b.llfln CO"'P''It.l(l 10 

' ' 116 tNIIIn'• ~ lllll, I ftll (lA 1111 ,,..owwJ lrl liU mllwm trr~m 

S6!10 mlfttoro o.prec oattOn end •m•llltlatKWI, Inc ludl"'iJ .,..0!1118 

toon •olatMI IOtfwo puff hnCJ or we 1 .,.,.....,.-.d to llll mott.on .,. 

11N6 end Sl&ll m11110 I lr\ 1119!) Opo'•l 8UIItJ toner- IIOCrU~d IO 

H61 mollooo rrom Sl2 I milloOrl OprrAU"'iJ ••~~\ 101 lei~ 

...cluclod .,, '8S m•1011 charqa ri!Uol"'9 lo t:o•taon ~••tt-up bUst 

ne!t!oe' •nO ,_ Yl"n(Urn CMnt"' by lhl' MOJ'\1( (Jowl !YOn wfMC h 

-·•e rntruclurt"d,. f lo'I.C"d Woth •to(Ja•d In 1996. <1os~.­

ma~ntaonong 1('1. ktedong doma'loiO( mat hi U..ra lovet 21..,). U.. 

Muw: dlv ... oon I Clometuc: re<:orded rnu!>IC opc<llllf'Q rtt\uiU. 

-• ,.91«....,.,. •llected Dy the llld~ntry ~ tooll.rwn ,, thO 

ovr rr~wptndo<l U S r,.., .. "'lrlketplac e . ..,hit: II"'"' •e-10<1 "' • 

rn.n~be• ol mu~ re~ali \\Oole • ln"'I09' •rwl hNJhc!f '"'"'"' 01 
mu\rr prOduct fNt de<. II,... on rcvcnur\ pr1t1e1p11lly trilled to 

lollho Cllfoct~ lrOITI O'oe c ... rcnl US •CII ... t'nv•onmonl lnCiudlllg 

o .. •noc•e•'e on ttt. Mu'\IC drvl~tnn ~ nro"o\otll\ lo• ret.., II~ 

~~~ jj ~lont on lr>IP.rniiiiOllAI rr(O<IJ~ mu~oC U r ~ ond [11) the 

nbo,cn~ I' n/ ff'vonu'" /torn (("loltfl ~''"' up b<t'>'"''\'Wr~ ~Ch 

811! no.,.~, lw-'9 ('~'ill1'<1 by (II(' Mu~rc ""'''i.Mm Tr.r- •••~.-

1() E Blf OA a11C1 npetatrtlljl .,fotnf' P"~'~'Y •e!>u•PCI hom the 

aD~O OlloSWJS lt(lfft Ct'ftaon Sl .. , up bu~S!>e\ 8tlll )Oint 

vt"n(UfC'\ lhl" •b~nt'l' ollfW' $8~ mii~On ch•rge reCII9Itllttd lr'l 

I t9~ and I he r>('fiJ\1011 ol Cl"t•oto onp """' 9""'" tncl""""iJ <Jill,\ 



on the sale ol ln\illt'"~S. oiiMC 1n pArt by tiM! di!Ciona 111 I two 

wor1dWide recDtOcld ~l.oc bu~ ... 11 rcl.atcd lr>CIC!Il!oe 111 thl' 

'-IUSIC dl¥1§10(1'5 plDwislon for b4ld ddKS and lowe!< <C!M.oll !1. 

from di<OCI mer1u:t~ng ectlvllles. t.lanagement o•pocL\ ltwlt 

liM! current :Mate ollhe U.S. tGl8ll !1'111'11Dnmen'l ..,u corc1noo 

to affect 1991 operallnljl fft&llls 

Callie Net-*-• - T•s Cable Networks resun.s rl!flcctlhc 

acqUis«ion ol TBS ollectNe tn October 1111116 and ncludl:~ 

rcvl!nUIII"> ol 1680 mllliM. ( BITOA of S 162 rrwlltoo. dep<«lnttOn 

il<ICI am0lltl8110n ol S6J mAon and opcraung Wom!' or S9'il 

rnilhon Such operaun.; resuru arc ll()l comparable to the pflor 

year aod, accord•nljjl)'. 81'8 dl~ussed on a P'D IOtrno gesl'l 

On a pro lor me ba!ols. rewenue1. •ncrease<lto S2 "17 b1l10n. 

compared 10 S2 106 billion in 1iVS EBITDA inc rea'>~!(~ to 

S !i• 7 rn~11011 from S502 mAon. Depecwruon eoa arnOIUlllt<n" 

1ncludn'lg amorttllltOn ........0 10 the purchl!oe of J BS . 

.amouniCCIIO 52!10 "'Aon., litH llnCI 523~ million lfl 19!1!1 

Opcfeuog InCome .ncreued 10 52111 miNion from 5267 rntlhoo 

Revcnws benofltod ff'Qfrl r.:tHtn lfl ~ln.; .aod 

s-ubscriptions Adveru~ revenues n:roase<l diAl to a ~troog 

ove-r ell advertJ~ "'*"• for TNT arw:ll..hct TBS Supet!.tation. 

the c ontmucd e KJ)8nSiorl ol C NN lnlernatlonal, llnCIInct oaW'd 

v~ewershp for the news 111!1W0111s ~n.; the 1896 US poMttcal 

conve11Uon!l. llnCI pr~ ~- SIIOIC"ffl'''l<evenues 

tnerel5oed as a rHUII oll"'l;tter rates. u ween an lncrras.e In 

both cable a I'd home ...ae ._!., prlrl'larlly a1 TNT. !he! 

Cartoon t.lotwora. ChiN 11nC1 CNN l,_e<nat1Qn81 EBITDA al'd 

opcraung Income lnci'UMI'J pr.-.:lpelly u a result oltl'le 

re11enue g.em~. otf~ lrt ~ bJ htg~ sports snd o,.C!f'Ulln 

mcm plogrammang cot.lsllnCI san-up co\ts lor th•ee """' 

nl!lwork!o. II"'Ciudlnljj CNN/!)1 

F~ Enleole..-1 T.l Flltnod Entottelntne!fll rc\o..oll~ 

reflect thr acqu~5<Uon of JBS lllfrct,...c rn Octotx.-• 1 ~96 ana 

lllCiudc rCio'l!llUE'~ of S•!>!i rrulllon EBlTDA ol Sl2 mrlhon. <kprc 

cr&ll0f1 anCI ltmortrreuon ol ''" ..-.ruoon on~ oprr11t•"'9 If!< om" 'rl 

SB mdhon Such opera11ng rewts arc nc.. compe•able to tho'• 

plror year and. ac:catll.tngly. are diKLnW'<l on a pro forma bn,,~ 

On 11 pro forma ba56. rc ~ n:ruW'd to S 1 4 SB brU10n 

COI"'Ipared to S I JS2 biMIOn ... 1 ill!> f.BITDA dc'>nPn,;•d from 

S48 rfllllmn .,., 1!111510 ~ lo~\ ol S108 "ulhon rn 19~fr Or•prllu.ahon 

and amo<trtauon. •nch.rc:llng tunot1u.Mron rof.MO<IIO lhe p~chll'>c 

" 

of TBS. arnoU"OIC!Cilo S94 1r111110n rn 1996 11od S 110 milliOn 111 

19115 Opei'allng lo!o<,c'> 1ncrce~ to UOl milliOn from S6l 

mJU0011 Ac~'> ~lOfrtc-d !torn rncrca..c!o In wroorld...,de 

ttwontrlcal ancl homor ... doo rov""'>O~ Wotldwldc ttleatrrc •• 

rr.vc:-ouc' bt!ndllc:<l hom"" lr>CIC!I-.e In !hi:! ntrmbl'f of l~lllrlCIII 

rrlro!I'K!!> HM!c video ,.,..,court'> u..::roo~~,r.d pllmArlly duo 10 an 

ln(' rc •~oe 11'1 '1.31e ~ ol thtuttr w: el 11 n d c u '>ling ~~~ 111 y j)j odut'.l 

[)(>!>plte suc:h rnenui" II'ICI('II'><''> f HilDA nnrl ~&ling lh(Omc 

drooe..OO P' '"' IJ!IIIIy II\ a <r'!.ul! ol r1"'appornhng 1csult ~ lor 

thr.IIIIICIII rl!'loa .. .-~. *h•rh rr~uhrl1 1n "PPW.,matt'l)' ilOO mrll10n 

or WfliC! oils at Nrw l ,,.... liM c &~tie Rock dur ln<J ~~ "IIJC 

month_ pre mcryl!1 ponod 

Cable The 19!1f Cllblc operatlf>giCWI!'!. Jnnca\<)IJ ll<o 11 rc5ull 

or thr: CVI Acqul";l\~<-.n rlll'<trYC ll'!. ol '""''"')' 4. 19!1&. and tl>r 

lull )'~Ar cHec-1 lrorn the II(;QUI!>IIJOn~ olkBlCOM clfccllvc rll!> ol 

July 6. 19!1~ ancl Summll ctiC!CII•I! a'!. ol Mey i. 1119!> ll o~cnooo, 

•rw::rened 10 5909 milliOn. comp.arrd loS l 12 rn~llon 111 199~ 

£81TOA 1ncrcase<1 to S• 76 mrlllon I rom $90 mllhvo DrprcCillhon 

•nd ArnortltaiiOn amoullllld co S~Ol rn1111011 ,,., l'il96 ana 

S9!> mlllnn U1 199!1 Opei'IJI'"'ijlllCotne ,,...,ce~cd to '7!1 m•lhon 

from a lou ol S'> m.tloon 

On a pro 101ma bnl~. T~lll W8tnor's Callie dl'lltSoon 

had 199S rcw UoM or 1847 milkm. fBill>A of s•<>'> mtlhon. 

<kpl I!CoatJOn ana lllftOIIIl Moon of U116 rn•l•on nnd opf!< allng 

Income of t211 rnrllron In comp.tti!I.Ofllo 11195 pro lotma rnutls. 

1 il96 •tt.-enucro bl'f!C!-Irtacllrom an Inc rea-.e In ba~1c cable 

~u~riber~. tncroas.os 1n '"9ulalod cable IAtlll\ a• pc1mruoo 

unclef Time Warnef Cable!''> -~tal COI'Itract" Wllh lhP f cmrr111 

Commu....:oholl., Commi'!.'>JOn (!he "F CC"J and nn om reii~P ,., 

pJiy 'M'' ,..cw 11o0 allvcr\1,..,9 "'"'Cnuos I !HI UA ancl opr.<&llng 

Income 1ncre11~('d pnnc 1paUy as a rewll ol rL'11r.nue ga~n-.. olhN 

1n pari. Wllh 11 ~pc(.l to Opttf &Unljj •nco me only. by ho'!Jhcl ;Jcprc 

( l/'III0/1 .'IIICIIImollrlrllr.OII r•lllllf>Y 10 In< l"ll~d Cllp!lb1 ~punr1rng 

mtet••l •nd ou .. r, '-1•1 lnlc•cst llnll OlhCI', ~M:t. rnucr1\PCIIO 

51 17" h•IIOfr rn 199fr compared to SBJI rn~IKr'lln 19!1 l·•tcrc"t 

c•pcn~c lfiC'<'•l .~d to '"'&8 m.ll1011, ('l)mp.IIIII>OIO 1877 mo~ron 

I he II"'CtCII'>C 111 roiNCSI e•penw Wll~ prlfl{ rpllily 11u<> In lhP 

e'\utnpl10'1 n. tnrunonn· ol app<o•""lll<~y Sfr I bil~r"' of tJr·lll 

•n It"' r~Dllic• AI qur~lllon'>lo<l tho TB\ Trafl\llt:hon. on~r.11n p1111 

cy the ftlliO<aOI(' clrl'Cl !rom Trme Wa1nn1 ~ rc<kmptl0f1 o1 tt1c 

8 7 !l'lllo CQn\I'Cl<trblc> Debenlurn and the reduClJOn 10 dc'>bl 



a!!.~IIIUld w•h the Prelerrecl Scock AofiNinc~ Dltwlt 'npon&4!, 

fl(.'f, lonc•Wid to uoe 1n111on'" Ullll from ~onlmmaw .. l.,noulll. 

,., 1995. pnnc~pally bec•IN! of a dccrene In lnllt!Strnc<lt·retlltro 

loco me rcsu111ng rrom lowet 'ila•o~ on ceruun i!S!M!'I. ~lcs. 

IOCrca~cd I<M!.t!S from redocUOM 10 ~~ c:arryu'•Q valuo of Ct!ftllln 

lrN'C!>Imt!~ and an tncru~., dr~odcrld req..-ement., on 

prelened ~unties of~ 1UlJiod.., 1!195 1n conn«uon 

wtth U.C r~mpuon of IN! 8 75'11. con ... ~ Dc~u.r~ 

[IHI:RTAIRMEIIT CROUI' 

Fi~ rnt ... t...._I·Wimw 8roa. Re...cthJ<., •ocrca5oed to 

S!l6<111 tliiiOOf'l. comp&ted to S!l 0711 tlllloon 1n 199~ EBITDA 

IOCreaSf'd to 1546 milliOn from S4!M> mdhon. 0epr.XIItl0ft and 

amortiZBtiOft, lllCiudlng amottJl~ rolatvd 10 lhll purcr,.se of 

WCI. emout'ltcd to S2'9l mlllon 1r1 1996 and S2'37 m•11on In 199!1 

Opctallng lllCOIIK! lftCru$Gd to Sl54 mtlhon from 1253 million 

Rewroues tlenc(lted from !ftC rUMS In worldwide nome \'IdeO, 

tclelll\lon d1~tt1bullon and ccr~~mt!r producu operation,. offset 

1n pall by~~ r.tl!l'nMKlOalthellfiCII r~ues EBITDA 01nd 

operaung incon. benelilJid prnc:ipally from !he re'lonoe 

ga.ns otfsm in a.rge pen. Wllh respect to operallng locome 

only. by n.g her depfecillaofl end amon.ll.UOO pnncip8 ly 

rclal«< to the l ~-- CJpOfWlg of an lnCernauonal 

theme pan: In c..eriiYil)'. 

Si• F .. 11• T'-- Pda As a raSUII ol TWl 's ule ol ~ 1'11. of II~ 

mterc!>ltn S1x F~. theoper.ung restAs of Sill fiii<J!l havo 

been decons.olidated lf'fectM u ol Juno 2l. 199!1 <tnd TWE . ., 

rcmolnU'Ig 49'1(, 1n1.ete1o111\ !at• f"19s 1~ occounted lnr un<lnr tht" 

cqu•ty method ol accOWSJng 

llr-llusling ·The Wll ,. .. _.. The WB Netwollr. rCCOIOOd 

an opcra1t"9 lo~!. of S911 mllbotl on 1111 m11110n o/ rrvel'lucs tn 

1996. COillparl!'d to an Clp("along ~.,.,of S66 mllhon oo Ul 

nulhrM'l ol 11!\/0fiUC!. rn t go~ The .ncrtase on rcvcniJC!~ ;~ncl 

operating IOSW!s prlmar.., n:s~o~~ed /rom the c•pan!olon o/ ~~ 

WB NctfiiOn: ·10 pmncume ptOC}ramm•ng 5.ehedull! jno.,. ar tiYec 

mght<>) and the Ilk~ of /(lf1s. war. the nctworl( \ an,matcd 

ptogrammr~g lineup on SIM.lSCIIy morro"'il~ and WCC'kda)" 

'"' !1dd1toon. opc<81""ij ll»ses for 11XJ!I....,re mlto;atcd by • 

favor able lfl911 s.. 'llomenl 0... to the iUI<H41 ,...tUia of Un 

nlltrooal broadcaM ope•llliOn. lone., arc expcc.tC!d to r.ontinuct 

C11t .. fllal..tll • MH II:INilnuo' lnerttii<.Mt lo I 1 11U l>llllfm 

compared to S1 &01 bAon lr'l Hill!> r BllDA ncreaV'd to 

Sl50 m•loon trom S2'9J m•...-.n Dcp<cc•atoonend amorttlatrnn 

amo111tl!'d to S 'l2 m1lhon .n 1996 and S 1 9 mrlhon on 199~ 

Operating 1ocome lftCII'ISf'd rn U211 mlUIOfl f10m S27A m1lhoo 

Rennun belll'flll!'d pnm11r1ly I rom a S'ljlllltr.:: 11111 I oct ell~ In 

su~11p110ns to 31 • million ltnm 29 1 mdloon ar 1~ cod or 

1911!> [BIT DA lind nptoral nq lflC" nme ll"l''f"Ovod ptonC!prll)' 

a<o a re\uk oltt-r rl'vel"loU(' qa•n., 

C•b .. Rcvel'l.M!~ rnc re11.,C!d tn S J II~ 1 billion. comp.~~rcd In 

S J 0!1' bllooo ., 1119 !> [ 81 I OA 1110: rra\NI to S 1 !> 36 b1M1nn lmm 

S1 27~ booooo Ocpi!'C111101"1.1!nd amOtllllll>(ll'l rnclud1n.g 

amortrllloon rcllltod to !he pta"ch.a..., o/ we I aod tho "' quo\rhnit 

of r~ ATC minority ntt!tr-st, amounlrd to 1930 mU11un '" 1996 

and S17l mll~n tn l9U5 Opcoraunq lllCOtll<' wlcti'A\Ild to S606 

m11110n from S~02 molloon The 111116 Cablil opmalmg ro-.tJia 

Increased •~ a rcsu41: of the lull year eiiH • lrnm !he lormatonn 

of tl'w! TWE -Ad'lancel!;;:whouS(' Pa .r>e<shlp elfccu ... e •~ ctl 

Apr• 1. 1985. and the cons.oildlt10<1 of Parap ConvnuniCIIoon~ 

elle<:U'If! II s of July 6. lSI·~ 

Or> 'I pro forma baSIS. \he Eotena.nmcnt Groop·~ Cablo 

di'IIYOn "-d 1 lli!lfC!Wif'IUil' olll J 78 billion. [ BITOA ot 
I 1 3~ ~ blllon. dtt~lllliOn and a~ll81101"1 o/ 182 2 m11110n 

and opeorlt~ locOINI of 1!13 l miiH:In In comptm.on to 1 ,;;5 

po forma rewlu. 1 156 rnenuo• benolltad lrnm .,.. IQ91Q9ale 

IOCIOII .. II In bii,IC C.ablll and PnmcsiJif.fOlltt!d. dlfOCI blo&GC:.!!SI 

'atcllrtc Wb!.Cnber~. lnCiea'W!'!. tn <C<Jullltot'l cohkl rare .. II'> 

pcllntUed unncr lwn(l Warl'>l!j CaDI<! .. ·~oc·al COfllt.IICI' Wllh lhc 

fCC ortd •ocrca~s.., pay per -and IKlve<tl'!.n<;l rr;:..,en~., 

EBHOA and opcraung ncome tocreaSf'd prrnopally n 11rcsu11 

'>I I'I!YCnL.II! ga1ns. otlset 10 part. wah rr.-.pcctlo opcralftlg 

onromc ooly. by lloQI"rr drprcnauon nriO llniCJftlll'ltton rolnung 

I C• •II< ff>II~Cd C ilpr1a.l .. j.M'ndlfl9 

'"'•'••I and Othllr. Nlll llll.orosl and 011-rr. n.-t rlf>CH>a\Od to 

1~2• m1lhon '" 111!16, compared 10 S~JQ m1ll101'1 "' 199~ :ntcrc" 

o•pcn!>O c1Prrl!n\OC! tn '"II miiKln. cnmparcd to S~ 79 mtll1o11 m 

1 519~ prrncopllfiy ~~~ 11 rr-.ull nlln!flll'\1 ~ ... ,ng'> on lowet 11-..!l&gP. 

clcbc teveh rciMcd 10 manegrmcnl' Od>ln.-di.ICIJOO program end 

IOoloet SI'IOf'Herm. f'loalllll,j·ftllll~ o/ ni-SI pard 01'1 Dalrowr"!_l\ 

undet ToN ( ·~ lortn(ll' and e•l~llfl9 b.lnll crl!dll ngrrffl\erol ~ 



Tt!erewa Olhel C!•pen!.C. 1¥(. ol '46 milton 1n 'tu6-compatoel 

to otl'leln::0191e. neL o1 s•o m~~oar~., '"~- ptt~IPo'li'Y due to 

an ovcral dl!crea'W! 1n1nvt~lmmt-r~ated lnCort\fl The d«rt'asc 

on ..-.vcstmC!nH~ated •ncome r"Multcd from a roducuon 1n 

,,.ercSf n::ome and to-e~ ~r~atc ga111s on~~ wtlll ol cctta1n 

ul'lCIUSle<ed cabl«- SJ'Ic:msiii'Ci otPif • 1n..,c-scmenu '"" redlochon 

on ..-.tl!rc:st oncomt ret~~wct co~ ave!<• ce~h bAianc.,~ ••oa 
lf-:t IV('( .I~ pr«IJ* atnOUtiU due undeflht' note IIXCI"'Itlk' 

from U S WEST t_hllt was ,,., collected dunng 19i6 

UIS Y:l.. u•• 
(81TOA and Ol>eratong .-.como lOt fn~o Warner al'd the 

Eoc~ent G•oup on 11111~ and 19514 ate as lollow-.· -·[- (8111)A. '?.1--"t"'~ 
liM-

Dec-~·-
, ... IW$ -------

r-w..-.. .. : 
~ s 4711 $ 430 ' )81 \ 

lliolllftle'. 690 720 )11 

C.11.11r. to -~ 
foe.! . -. '1,256 S 1.UO ' 1117 t 

~..a.n.--nt co,...,.~ 

F•medErc~l'l( 

WafiiC!t Btos ........... 4 s 4110 s 430 s 2~] s 
S.z flags l~me PM:~.• 60 ll!l 19 
Stoadca(.lono 

ll'lt Wit NclVoiOtil lb61 166) 

CaDle Net Mlrk s -H80 l9l 2~7 214 

CaDle uu i8i ~l 

Total U.0~2 '1,111 ' IIQ] s 
u m:so 

II)...:.-,.,., lnl-d Nl$ ___ .., IP!I' 1-0'!IHJc-..,._ __ .... _,_ __ .,_., _____ . 
fi'SU'~., 01 ClfltMI 

r;no.c-.., ... -c~.,.., ... rJJ. tt• ..,_., o;.,,...,. 
--e d .1..-IJ. tfiJ 

.... 
347 

l6e 

71l 

21~ 

!>6 

237 
340 

·~1 

1 """ W81 Nlf had •-enue ~ o1 S8 Ofo 1 bollmn. • IOU o1 

S 114 milliOn IS 46 per common \"-~1 beiOI~ an ~IUeofdiNry 

los~ oo l.tae retirement ol df'Ot ancJ • nool lou ot S 166 mtiiiOn 

(S ~7 peot COtttman '"-'111111119~. compared co rev~,_,. ol 

17 3516 billion ena • nt'llos\ or S91 m111101o1S 17 P"' COII'Iman 

\hArt') lfl1ill4 Tome w.,~n. l"ljUIIY In CtwJ prPi;u ll'lCOtne of 

the [l'ltf!ll-flnt C.rnup wn 51~6 m1lllon on 11111~. cnmparlld 

to s, 116 mllion "' 1994 

The ncrca-.e tn llf7M.' w.,,,..., '>nee lOs\ 1n 19i!l WI'> 

pt-.1pally INiod to a U2 rnllilotlcxtreOtOIIW!rylou"" Ute 

"~"emen~ 01 dl!(l( IS 11 pe< common -.hate) alld 51~ m111t0n 1n 

pt~azlo\~ IS~2 mtlllon o1her t.u~-. ano S 1l ~ COftVftOI'I 

""•'"' rola&lld 10 cortatn bu~n('!l.~,. and JOin! vcntunts a-..d 

by lho Mus.: divisiOn ""IC" •cto rutruccuroel nr clo'«l A\ 

dlteu.,-.cd mOfe lull) below. U-e inCt(\8\r 1n Tomoo W••ncr \ 

nee lou., 181!1 lrom ,.ucl'l loi.M' ...,., pofl('tp&ll1 ~.c..,ated by 

en over .. lnt:reaw 1n t."- ti.II\CIImrncat operaung Income ol 

lome Werl'llllt's b.l-u MQtn.,.s and lnu~a!o(.d ll'lCome from 

... oqu~~y 1n ,..,. pteta• iiiCome o1 n ... £,..,,..,_,.,. Gtc1f41. 

(llf'lee In P-" by A dllereeW Wl lnwe'lolml!llf.tC!Iatl'diiiCOOI'Ie and 

hi9IM'I lrttiWlKI ellj)Crt'M! on apptOIIIftA(t ly S 1 ) biiiiOfi ol dl!(l( 

IUumed In I' eCQUISIIIons ol ~urt!mtt lnd ll8LCOM. TIM! 

lnCIIII!.C in T- Wet,_., nee. lou PI" common share In 1 H!l 

also tNII!<Ito • Ull !l'lliiii!OI'IInc.reue '" oref~rr•d diyldcnd 

raq.-em.nt\ as. • re'loul oliN preleued \Cock 1!....._"30., 

c nnoocuon -h ll'le ACQ'-1\IUDn\ ol ._1 """"' and 1< Rl C oe.a 
and IP,r 110CIW/loil•~ fran~toon 

Th,. [ntllt'IIWI"'*" Gtoup t...a reveno.es ol Sll.629 billion. 

NICOIN' ol S 170 "'1110011 befOfe 111'1 eau aord•nMJ lOu on lhe 

•ec•erneonl ol ~ al'd net n::om. o1 S 146 moHIOtlln 199!1, 

<.ompared co,.,._, 01 sa !101 bAofl end r-et lf>(.(lltllll ol 

s llt m~tiOnl'l '911• ~ di!ICuueo m01e ru11y I:M!Iollit. ttae 

£ntert.ilfrm~ Group's ..-•1119 result~., 11J9!1 reRKt an 

ovetallfiCr~a~ on OJX''Itlfl9tnCome g4!'-!t81(.~ Dy h b~lness 

Y9"'1111'1U flncludlng the COilliiOUioOn D)' i~ TWr 

Adv8f1Cit/~ .e Panner~ni$11 ano•n tnCII!IUC on ... ~r,tmOnl 

,.._toeltneomct re\Utl1f19 from gaon!. on ttw> \o1te ol certaon 

uncluSIC!ICi'd c•Oir '~~ana other rn .. e\trneonts. otft.tttn part 

by "'~"Y ~~~~re!lol e1penwr r~ct<J to !.he con~t.on 01 tne 

opeor lhno r111su1ts rtl the TWE Adven( ., Nrwt>ouW! P .-rtneor\hlp 

eltocthrr ·~ ol April l IIIII'> 



TIM( WA!llll[!l 

,..,...,...,... l:lavc<1ue11nCfuW<t 10 ll 712 billion •omparOd 

10 Sl Ul billion 1n 19~ £81fOA tnert'a~ to s• 16 mti!IOfl 

from SCJO rnJIIIon OeptectMoon •nd lmoltllaloon amOIIlllecJ to 

S9~ m11110n on 19!1~ and 5U miiiNJn.., '"•· OptofDc•ng '"'OftM' 
KJCtea~ 10 U81 m.IIIOn from S347 milliOn Af!Ycr\01!'1 bl'IW'frff'O 

from lnCrl!l.,e.'> m "'•'- corculauon. 1~11\lncJ ano book 

re-.n ConvlbulJII9 lothe revonuc 98"'-• .nc:rf'a'\4.'~ 
ac n.eveo by Poop~e Spons lllust.laiDtl. F orr uno end book 

puOIIW!ef 011.,_ Hou~ [81TOA and opel' lUng IOCCifM 

tOCrea~ as a •n• ol the rew~nuc gaons, Offtel In pan by 

~icantly Ngl'ltt poMal and paper COSI.!. ai I ICWI ol 

proc:e ..:r~ase~ 

Monic Rev~ uw:rea~ t.o U tK tiHhon. comp.t•rd cc; 
13.986 bt1t1on on 199C .( BITOA dccrf'a1ird to 5690 lftlllonn lrOITI 

1120 mlllooro Ooprecroauan tnd trnortltll~~~n. Inc: lllc21ng amor1r111 

IJOI'IrellltecJ to I he. putchHe ol WCI. amouri.O to U69 rnoiiiOI'I an 

191J!. and US4 rnilloon 1ft lt94 {)pefaung IOCOI'NI dKICI5oed IO 

U21 "'~~!ton from 536-6 m~ ()perilinG re~i -1Gvl!f~e4y 

allecled t., Sti .-n In lOs~ rKordiMt 11'1 1HS that rotaceel 

to cMam tiU~flfttot~ and joirlt vanwr~s owned by lhc ~ 

dowYotl wtloch -• fftii\ICh,.ed or cl0$ed R..,_., lor 1119~ 

were ~~e9MIWIIIy alfecled by ceneen rec .. sl.lfoc:M.IIOI'I' relllcoog 

IO Ulltd JM'IJ. ptlts~ lftd -ltlbutiOn lfiii19C!~OIS at>d 

c~nges"' IN MuM:~ s ~sh~Q H1lefi!~S 10 £e<leen 

"-Rml!f'U end~ that lf'SullPG 01'1 Cl'tl·~ from Into 

con'lo0le081iot'o to thl ~ tnl'lhOd or ICCOOfll"'9 £ •cludtng I hi' 

l'lf«'l., from sue: II r.cLtniiiCIIIIOf" lod chat~. rev~-. .. I rum 

uw lu,..,_,.,, bu!>.n~tt~ onc:•easec3 by apptoa~marc.ly 6'11., 

pr.nc:opatly IS 1 r.wll d lnctee~.., both dolt!Htrr lnd ""~1\j! 

lJONl recordod fftUW ,...,.,__ ancllftCrea~ mtJ!ol( publt\twlg 

rCi'¥C!f\ue~ Dome541C ancllfMfnal~ rl.'(o~ ·musoc: '""~'"UC!' 
~lie-d from 1 ~~~~~ d ~r rllk!a'\C.'!> lnd II' oncr~ne •n 

tht perc~ ol Comp«t ~Co totAl UM Silo!> hCiudlrwjj the 

U~ molloOn tn IOs!oeS. [BITDI< oOCtl'l~. anCI opeflltnejj '"C:CifM 

bt!nef"lllf(S. pt1nclpiiiJ from 1r1e revc~oue 9eons anc:1 lnCet61 

lt'ICCifM on lhc re~ d 1 •I.'Corc:Jcd -.~K Ilia malt Pt. oll .. c 

Ill pat! bJ rlfpcnwt\ '"""''eel.,< OIVWCioOn •lllh tl'la M"IOmon. 
01 C:l'llln employ- COf'VKU and IO_., r<.SUI" trom ~rKI 

"""kC!I"'9 ICI.IYIIIH lltrobullbie 10 f\tQI'IO< Gmo<hllhon ol 

~mbet ecq ... WlJOtl '''lot .. 

liMIIO!.WtS 11'1 1118'1. tf•IAII<og IO Crft .. n bu .. lne\\OS and,. 

vOf'ltU'e\ thll M!fr rewuchJfrCI 01 c:to~ are ptrnar1ly re .. led 

to Wet!l<'r MU\IC EncrrJllt"''~ nne of thl' Coot~p~t~y \au..- I 

matkMrog ""011\. and thl' *"'"nil o111~ lf'lltl'd t1otccl mall otdr.t 

a"\4!1\ lnal-rc noc recovr<Mlk' d111!IO U,., clo.,urrnfd'l\ hu'll 

""'"' lhr IKU""K"" Chat"'""'" noc coniHourrJ wc-tr not mMr<IBI 

to ptt'WI(lu' hlstorocal oprrallfl<;j rr.,tA1., 

Ca•le Ttw 199~ Cab'!: oprra11Jl9 'r'ull~ reflr£1 I he ac:quo!orllon 

oiKBLC~ aiiKIIvl.' n d Jury fo . 199~ and Su!NNt elfC!Cirvc •~ 

ol May 2. 1118~ trld oncludft re...ertur\ ol 5 l11 mrlloon. lBifOA ol 

S90 rndlron, Clr!prKraiiOn and an•orllllttiOII ol li!t m1M100 atvt 

opr.tallng 10• '\C.'., ot S!t ,...u,Ofl Sud• ~ah•IOj rr,.,ll\ are n01 

C<Witf)lflble Co tN! ptl(ot yc-•r 

lnlereal .... 0"'-r. Nel tntr•P." .,,tJ nth~l. net me rc-11\l'd 10 

U) 1 m~luan on 189!.. compa1ed to S 714 mlllton lo I 1194 lout<cM 

e•pcll1o0 tOCtU!ool!d to $817 mollKllt rc.m~rNt IIJ ~P611 nvlloon. 

pnuc~pauy a!> a rew11 nl eppro•lmalel)' \I l bolllon or OObC 

anunwd Nl I he C ltMI' II fiUOOUIMJfl .. •r.;t I'IIQIWI ~hot I I Mill. 

lloat~nG -r IM"• ,f'l IF\UII0\1 p.tld on S1 I; bllloon r>OC 1101'111 aOftQunl ol 

lntCII'~I f'AIC! 5.•ep C:Cifli<ICI\ Olhc'< rncc'""'· nei. •n llftfl\ltMIII 

.,. 1 9!1~. c npar~ to 54!t nul.on"' 1 11114_ ptlt'ICopally bee: au !loll ol 

• clrc•r•Wt ol\ 1nvr.'l nl!f1l rl'lalrd oncllfnr: ko .. r,trncnl•relalcd 

IN'Oinr- 1n bt.oCh pr.rooc:l5. ct .. \O.,.PG ol yaon~ o" the wle ol Cl!ft.llf'l 

IU.C5.. on(ludlrwjj lhe Wile ol .n IRCI!fC!5.1 •1 (JYC. kV' an 188!1_ 

wnoch -1! nlf~ by IIO,.!oC!,Ifom •l'ducloon'\ rn thl' Cit~ 

vii\Je d Cr<llltn .,,.,..,.mc-nl' lllkf'l'llt'l C!¥ t1 rJ'('IIf>CI 

f •JC.aJAIMMI.M f GaOUP 

f~ [fti•talrt-t. w.,_, .,.. lolevcopuc•. w.::•f'a~ 10 

l!. 071lolllon cornparl"d to \4 •u brlllot'lln 1994 (Ri!OA 

onftt!41\rd 10 S•90 INIIte, trllfn S•lO ~ Ocl"'fKIIIIIOI'Ial'd 

eft>OftlliKMJll. IOCk.dtnc;l amo<tlllloOn relet~ IO the ~CIIBIO d 

WCI. emountcd lo "'31 m~hon 1'\ 1~11'> lind Ull mrNton 111 I!I!IC 

{)pNIMtf19 lt'ICCIINI 1nc ru\~ 10 U!a) rnolhon ltOift tllll molltOn 

RC!VI!Otr'\ lll•,..trtl'rJ tron1 lfl(_tf'l\.t''\ on ""'"ldwod(l thr .. ncal 

homll ¥1df><J. f OfJ'\Utnl'f ~IIOOUC.I~ ll<ld ICOir>"'IOI'I <11'\lflbUUon 

ope!IIIQ"' Wrotldw>Ot' t,.,alloc:ar anCI<:kJ-''\11( home vtdOfl 

~~~ 1n 19!1~ -e ll'd b)' 1ne ~ucceu d B~mrtn fot­

E81TOA and opr rat1rwjj .-c.-o beneflled from IN revrl'lUfl 011111' 

and IOCr•a...nonc:orno from IIW ""~"'9 npuoaltOn'-



l.u ll•v• H••- .,.,_. A\ • "'"ult o# IW( 'Will ol 'll'ih ni 

•~ lf'lla:•eM tn S11 flec)s. !.he operatoncjj ,_.!> ol !.1• nag'\ h.llw4' 

~oecon.,olt<UtOCit!lechWJ a.,ol Junrt ll lM!IanoiWI '> 

tf!fll-'9 48'11, 1rterwu in S.• f 189" '' ac:countOCI lOt ~ thr 

equtt)' metllod ol KC:ount"'9 AccorGonc,jly, revenue~ Or.t:rc:-a~ 

In $227 11111111011. c-peto:d to U!l7 ,..,'"" I &114 ( 81ll}A 

OocreuOCIIo 110 WMIIIon ftOtl'l I I lfl ftllltk on 0.JI<twt11Jf"' ••w.l 
amMtlltWII'I .-mourtldfo Ul '"*'on Ml IIIIiS aod S /~ mtlhnn 

In ltU ()p!rahng tnc~ dKN:Iied IO $211 mtllOOtll•om 

\!16 mllhon 

...... ,..,. • TIW Wa .... ..- The W8 ~C'two<k "'"~ 

lao~nehecl tn J1nu.aty 1811!1 lnd get~eta~d S66 molloon ol 

ope!Mifl9 lo\W1o on Slllllolllot> 01 '~"nur• lho opetlttl\l,jlo\\ 

wa1. mAI()e'ed by • ,._,c:Me ~ "4!tttement, a!> M"ll ., oy 

lunc;!inQ It om a lofNI.ec:l pettnet a~•U~d not AUQu't IIIII~ 

eou. to tho !dirt-up '*"• olthl• f!el~ bfoaGCIW npo<al.,n 

lOUt!$ we ea~CICIC.'I (0 CCif!U\ue 

C1ta1e .... ..-•• ttao Rftenun ~~~Craa"'u tn s 1 bO 1 boll""'· 

com~•DO to S 1 S llbean irl tM4 f. 81l0A I'K.tro~ to 

S2!H lnlllioo lrom US7......,.. Oeprec: .. uon .-od amorl!louon 

emot..C~ to S 1·8 ......,._WI I IV!> anu $20 molll()ll on 111114 

~ .KJn9 tne~ ncr...., 1o S27• rn~UI()II rtont S1 l t ''''"'"" 
R~ tletwftcec:~ prw!'enty from..,., .. •r•'" '" ... ,.,"I.e""" 
tn ;'9 I noollon" ,.,_ U ..... n M thr "'"' ol IIIII• •' _.., ~~~ 1•0191 

looghel poe)' TV IIWI' UUlDA and opt'fll"'91nComc! '"'PIO••"(I 

PltnCC*Iy as 1 rnull ol 1M..__ (jllll'" 

Callole The ltll!l C1bltt operaun; '"'""'' rftll«.ll,.. f0111•.tttoo 

ollho TWL -'dw81'Cel~ Petll'el!ohip ciiiiCitvc n ol 

"P"" l. l99!1encJ 111e c~ o1 PlllgOfl effe-ctive a• ol 

Jul)' 6. Iii!~ Rh~f~Un tnti'UMd to U 094 till..,.., comp.iltrdto 

\2 242 bo1oon 1t1. 1i~• E81TOA n:tll'-ltd to S 1 H~ ~~ ''""' 

l989 m•ftoon OepleciiiDOn llld_,.,,,,..,Klf'l •rvludotWiJ _,.,., 

non rc.>lrlteclto the purcr..w ol WCtlllld the .cqui~IQn olt~ 

AIC monot"Y '"'~-~to S17l moll110t1 oo 1911~ arod 

1649 mol~ 111 1M• OJ*~ ncomo lfl(.reat.ed lo U07 • ''~10n 

lrom U40 ftllloon R~...., opcrstor~g rcwU bo:nrfllrd 

from the l<lf'I'I\MI()II ol tne TW( - AdlranceltiOortllhOuw P.vt rwf'"' Jlnp 

,..114 1ho con.OidaUDn of p.,~ hc110n9 sue to Clff«a 

re .. e~'> bc!ndlecl 110ft' an aggr~OJt~ ..C:tH\.1! on ba'-'C clblc 

000 Ptt,....'>llf li'liliNI, I}tl('( I bro.adl .J\1 "lllrllllc "lb'l.l••lW't~ 1100 

lntre"•' 111 nrwwrqullll1'11 of•wrnt.tf''> IOI'IUdt"'ll pay IV. p11,. pet 

·-and ad~thW'<; ( •cluClttliJ the P'''"'~ corCrtl'Uhon-.lrom 

tne JW( -AdvllnCt'lr.c-wlwl&.l"l' l>artl"'l't'ihlp ...ct tho 1 ut\\nlulaUun 

CJ1 P11egon £0ilrJAtlll(lllpM.Ihii\IIIW onwoiiiHM'ood A\ a•r!WIM 

nlthe ,.,_•14•'"" ""'"' "',,.,,by II• lull yaar ~rnpec:l o1 OIG 
UKon(l ~~ ol calJil! talC! '(!91.11atl0nt.tl\lt _,,,,..o I!<IIKt on 
JuiJ 1tll4, lughfor ~~~., up ro .. n lor '"~Y O(lCI'BtiiOtl~ IM. 

""'"' retpe<.lln ovr•eht>c] -_,,.,.on~ hf9hct deprc-c•"•Otl and 
lftiOI'I&laOOrt ll>l•tlld to ltlr •r•-.l'd r .11p11a1 '!.pc'ndl""9 

lnt••••~ .... 01,..., Nel lntr•r" """ olhr•. N'l dc'crr:l'Y'd 10 

l~llmtlloon on 111~!1. COiftPII•elllo \b 16 lniiiiOI'I m 11994 11111''"'•1 

~·~~ ~neraavd to '!I 7lil ""'''1011 cotnpll•ecJ to 5!»67 niiiiiOI"t tn 

1 iU, ptVICipally II\ II lf"WW{ ol hoghc• .,hml I .. ln. flnellfWJ t Jllr'. 

ol .,,., .. ,paid on battowu"ii'!. undo• TWL'\ fOI"'CI' and ou'!.tmg 

b.nll crec:llt 19'"""'"''· nll\114 "'pari by <olo•.,\1 u"'"9' '" 
the lUI quana• nf 1~11~ on lf'Wolf•r r1rhl .,.~, .. ralrltod to manaqc' 

-' ~~ ....... ll''o ptOQIItl\ fllt'tf' Wtl Oth .. tnCOftM'. nt't. 

ol 540 19111'-ln In IW~ ("OtTiptaH'<l o othDf *lptanMI. net ol 

\411 lnllloon on I iU pllntll).llly r- IIU'Iof' ol Ill UI(IU'W on 1111/f''ol 

lftGI'II. rMitto<l II'CO- ICIIICI>d tr 91111\ OO>Ihfo ..... ., ol ( 4'<1.111rt 

1mr lu,ICIIDCI CIt~,. ''I'''""" 1111<! nth• 1 ,,.,.,.,..,,,..,.!\ 

f l .. A .. CIAl COIIIOI riO .. a•() I. IOU lOllY 

ou:r._.••·• ,,, , ... 

.......... ,. 
ltH f-oal C-d•Uon AI (.)KI"ft''t>ef )1. 1996 limO 

W1rot'f hold $1 l 1 b!IIOOt> Ol dfobl. St!ll mdliOn or IVIIIable 

Cll'!.h end oqu~otalrr!U (net dtCI of 1111 boll11011), 1488 mtlll()n of 

borm .. ng'!. .tglln">l IUCutP '1-lllf II opcmn ptOC~'o. l\149 nulliuo 

o1 ln.OOIIIOI'~'l' t!Xlocoma~ ptclartltd WKUIII.Iolt'!. of sub'*dtarocs. 

l 1 1 bollloo ol <>r''"" u P•~le<<t'd '>toe: II ancJ l9 !I boiiiOI'I ol 

~nareholdc•~ eQUity. compete<~ to J9 II tJolll()ll or dc!bC 51 2 

Wlton o1 a-.a•et~te ca-.11 anel ~··•-.••J (net Ot '•l ''' l8 7llolhnrtl 

$11411 """.an o1 ,...ndaiOt~J tDdeflfnaDIIt proltllrcH:I ~oc "'"'co' 

or \ub~OtOrlt'o; and\) I bolll()fl nl \ttllrutO()I(Ieo \ rquoty oil I 

Dec~ )I 19~'> At0KI!ffttlefll 19Q6 flmf'WAIII(Or.JI" 

had Sfi2 tTNihon ol not\CU're,. cao;h ~ l'Q"'"alrn" '-!on 

tw:•o. lor p .. tpo\C\ ol fuftdl"'ll ta•taonpr4'1CII'ff!i1 nl .. tdrO'Id 



r~u•t'tnentS The oncreeM ~Aft dlltJI. ptonc!INIIIY r.-flr<:t' Uw 

n~ 01 IACIIN~e ol epptO•Ifl>ll .. y 1• I boiiHln ol df'hl 

relaled to the IBS Tr~ a"'lllho CVI Acq.MWIIIOn, ollow-l•n 

pan by the u~e of ~p~WoJOmetety S1 S!l billion ol,.,. ptOCecd!> 

from the: rs\U801Ce ol trw Sctin M P,.ef.,red Stock 101 orb! 

rC!ductiOn T..,.tne1WH '" lhlt~~ · eqully p•IIIC•paly 

refiK.ts the! ·~·Ill , ... 01 ewon••ecety 173 • mriiOfl 

sl'la.Hl$ ol common 1otOCJI '"connecuon ..CI'Itrw TBS Tranycuon 

tnd app~ely 2 8 rNkJn IIWea ol common uoc11 ....0 6 l 

milliOn stwes ol prttfC!ffeG WKII 11'1 ConnectiOn wen crw (VI 

Acqws.Jiion Ttw e•ect rr~ ~1'1 rs.~H wa1o olf\4!'1 "'pett 

by an II'ICroa .. ., ~,....,...,.,end lhc repurcna\e 

o1 ~o•~macety 11 • ,..~ "'*"' o1 '""" w.,_. comt'V)n 

!..10( k at a"' ewe98lt' COS' ol J4~6 rMIIon 

lnwes.,._.. .. rwf Tome W811'1Gf 'S -"""""on IWliM 

~Ce<nbef 31. 1196 COfl\lt.leG ol ftf'IC!~S ~ H 49'11. oii.IK 

Se<.r. A CapiuiiM ~ C..,ul o1 T'M£. "~ 100"'- ot tlw' 

~r1110i c.-.~ s-s 8 Cepul 01 TW( Trw ptiiO/II.y c.•pocal 

entereU\ pt.OIIIde Ttme w • .,.. ~ Wtth re~ttn the s ...... , A 

C&f:ll'al o,..,. U S WI S n -..ch t-W'I p WV'Ity C!Nn\ to the •­

partnt'f~lllp onc~ CJI TW£ lfid tk"tltltaiiOftS ol T W( pa11IW'I '!hlp 

r a,::-<Ul. inc~ cen.t P'~Y dllltlbullons ol pattnor\hop 

c.apul ~ the! _,. olliqiMIMIOfl 01 dnoiUIIOI'I 01 Tw£ (Arh 

k!vrl ol PfiOtttJ capcallnlereu ptowodes 101 an 8NIU8I racr ol 

return rqu.iiOOf e•ceedlng .--..lncludtn9 en above rnNkfll 

13 2!1'11. annual rMo ol ,.llurn (11 2S"' to lhe ••tent COolll:tltr80Uy 

"'"t•lbuledl r~ to r-w • .,.,., SeriiH 8 CapoulrniOtR\1 

-""" -"'tn taken~~ Twne w.,.,..., contrlbuiC!d 

capll31. repeMnC.ed • c:~ j:II'IGI'il:y Seue\ fl Cepul 

•ntcrc t ol U 2 billion a& 0«-be• 11. 1 "' Wl'lllll 111&' TWf 

p;tt\n('f \hlp •9'_.. Contampl.a'" trw IC! .. W''!olmrrtl ol "9""' 
unt partllllt~ ~ ~., uw loun ol cepcal o•penOteuoo\ 

aNI 01~ ptOWides 101 C..Uift OU.r re!M'ICIMW'I' 11\et ,.,. 

(!lpl!tleG lO limit CMii ~..,.,..,._ oo pel"lnefVlop ""''"'"'tor 
lht• rorcseeable h.l..-e. Tomct w .. - ·, Jl 5 Dolloon s-., c apea.l 

lnii!IC~l and. 10 lhO enent nol pth~)' diS!riOUlrd pltflnr<'ll\li) 

oncome allocaled thRI'eto lbeloiCI on ao 8'11. ennUBiratc ol •rlurnt 
1~ tRqUUod lObe di'IU!Ouled to T.me Warfii{Jr on tfofoe an110.aj 

1n~allmen~s l"le9 ... "9 oo Jvlyl. 111117 T orne Wwrw:f n•J)r'Cl' 

that the lnlloal ~t.lllbLIIOn of 5enorM C .. potQI will t>r. 11ppo'OII 

m;ur.ly Hl5 IOI60h 

$etlel 1111 (K ........... ,.,.rened llacll In Apl~ 1<1116 lomr 

W•rno< rei'Od llpP<Oirmetf'ty I I 55 l:loll10111 nl net ptOCCI'CI<h l01 

Gobi roductoon., a pt"'M"' ;>lato.,Gfll ol I 6 million \ha•e'!. or 
enhangeablo ptlll~t~r-<1 "ocll. -"Kh pay c~~~nuiMJvR dividend\ 

1tlhe race oliO 1/t"'- pe; ennum Trn 1'\wenc.e IIIIo~ lhe 

CompAfty 10 ••••11 ca~ po'Otftd' ttwough • Mew•y -.fto\G 

payment tl!fms. •re ptrncopally llnlled luntll • or'Oiganlz•tion ol 

lWl occw,. I .,Jito a potUOn ol Time w.,,_, currco,..ly 

nnnc: ~~-~-~ nete.- on lho WIO\ 8 Capolal "' TW( .• , 

l'!l()fe lully oe~ r~ ""'"'" T •"'e Will nco uwod ti>C"\>C.' pmc ~\ 
to rl!dl!em S2SO mAon J)llQC.IPei -.nt ol 8 75 ._, ~ncu•f'., 

due Apnll lOH fat epp'OitmM .. y S16!i. """IIO/'I(I~Iudlfl9 

r~IOI'I pt_.._, 8ftd accrued Inlet•" therf'(lf'l), and to 

•l'dute bri debe ol t'll!tl Cetlle k>c nwr C:•ble"l. It\ wtlolly 
,_,_, '<Jb'I.ICSWy tty appro•-•trly $1 l btloon A\ pett olll'l• 

T8S frantoaetoon. tl'leV ptl!f~rrC'IJ \tll'll'e\ w.-rr r or...,.,.t~ "''o 

'l!fJ''lefeod \1\81~ ol SenH M eaci'I .. ~J9"11blt- prrft'rr"(( \lock 

-~~~ \uh\teni ... J IICMflllUII.efm' ("!."""' M Prefctrrod Stock.-1 

GII'I"'CCt•fty, the l~lft\ oil~ !.c!f~ct'l. loA f'r•ll'rrrd Stock onty 

r~e J-. W81net to P.J' ca\tl drvodend~ or 10 •~!deem. po'IOt 

co'" mandato"1 rociempllon 11M• any pt,.,IOil olli..., WK ""''Y 101 

tl~ upon I he lf'C.._,. ol c rrt_., c;a\ft OfWibUIIOn\ I rom TW[ 

""""' re• ct loT- WtlfWII!. .,._,1'\t'\ .,the 5crre1. 8 Capote~ 

MIG RewdUAI Cepr'al ollWE leafll.II:IU'Iq \lOCk oj:llonn rl.'laiC!d 

dl~fiOUI. ... t11' an0 Ce<Uin 181 r~U!(I dl~tlbut•Jtl'\1 tto.eytt, 

11«...,. ~1'1 u\tl ciWCiuroon'lo arv \~(Ito R.'\lriCLIOft'\ lll'ldl!< 
the t Wl pat11tet.,. aqwmen~. T orne w.,nor do4ft ""'' e1pw1 

,., pay calh ~-- 0110 r.oe- any poi1Dl o1 u-. SG'fll"\ 11ot 

P•eff'fred Slock lOt c•th., the lor•~•lllll! future 111\t~ad. T ""• 
Warnoer e•pect\ to .... ttly Ill. drw~ •l!quii..,..."U through the 

1uu_.,. nl acldlliOfWI V~Ate\ 01 S..IL'\ loA P, • lrneo Stoo: k -h 

an 89',;'C!98'" IIIQ!w\ltloon po'Wference equelto ttor amouN o1 \UCI'I 

<.1,....,.,., tn addiMW'I. ~ • roor~teconn c»> I WE. ,.,.. 

Wtl,.,., mu'\1 GIKI llllhet' to redt!c!fft e.Ch ouU.I andng ,,,.,., ol 

~~~'' M p,,.,,,,.., Sloc:k f<Jl raVI \UI'J« ttn t:~~ttlllll' c orwl•l••n\. 
Of 10 eac.hano- t,._ ~ W Pref.,rf!d SlnCio. IClf _..., !.c!flt'!o l 

f'tr:4f"•I"' S4u. k, .t>lch el\0 pAJ'' c umulellve d ••" nc1't at tho 

recr oliO"'' pet atV~um ~ r\ nolltniLI'd lri r.,..c Wlllln4'4 \ 

llllf'fi)S! 1n thr ....,....,, 8 Capital ol IWI ltw! u"m" olttoe 'tot ... , l 

Pwo441<•NI Stnc• 0(111011 ntqutto lome WI•,. In ~y ce\11 

O•wodend'\ ur>~~ Jul)o ZOO. and ptovlde llmr Warrw-t ,.,.,, •n 

optiOI'lto r•r.har19f the Sar•' t Prererr~ Stock. 1oUtlfeet 10 

cen••n CutiOittOn\ 11110 10 1/111. ~ ...... ..: SuDOtelln..n~" 

()d)cnJure' Mtoch dD norrequtrel~ P•Jf""nc of ( •~to lnlr<nl 

....... July 2006 ')- I.MI .. 10 to I he I<" t """'.,Yinlll r>ll'oAWIII<'<l 

lon.,lt' oal '\IMCHtl-\ lrtt e """"'., r ul II• I""" lf.alltt<rn\ Cll I he 

!.c"'Cl'' M Ptefe<red !.!be k 



c-llocll ••p,.c:N .. ll"rDtrlm In Aptll 1ti6. Tlml' 

Werfltrf' IJn~~~CJ of CWonnu Nhtultled a J.I'IIV'.,' In '"I'"'' heowo. 

from umr- to ti"PC!. up to 1 S million ~rs o1 Trroc WarN::f 

("011\1'"101'1 MOCk In CQIV'IM'IIOn thrrCWUil .. lmlC' W81N::f ('IICI'fl'd 

lfllO A fhfl' year. U~ ~ rrooiV1f>V C:lodr.l faciloty ltllfe "Sloe It 

OpiiOn ProccO<I!o Cradlt f aally"l•n May 19i6 Borro""'"9'­

UndC!f the Stoclt OpOon Proceocn Credll faciiK)' 1u1 l)'lfiC•PIIIly 

u~ to lund Sl«ll reputct..s.• lnCI~~ppto•omecety SlOO lft•oOn 

ol prelcrti'O d•Y¢nd requeetMt~U on T•mr- Wlfnef·s S~lc!~ C, 

H. I and J Prclertrd Stoclt T hr common t.toclt rl'putCI'III~ 

UndO!' the p<ograrn IS llpiCIDd 10 be UloOd 10 Ult~l}' fl,jllllli Sh'lll! 

t!o\UIJ'lCC'> rr.tetC'CJ to the uerci~ ol ta~I"V C!mpla)'C!C: llock 

~IOns .l.r;ti.WII rr~cN~s tn eny pc!nod Will be! !outlfKtlo 

markct c<,tdtllnn-<. As ol Oecoltther 3 I. liN. TIIN.' W••nr• ht'd 

ICQUir~ app101lmllllriy 11 4 fftllkon \I'WIIC~ oiiU common !olnCk 

lw An IIQCJU!'IJIII coil ol s•~6 mllllor\ Surh rrpur('hll'lor.\ '"''"' 

pronc.1p.elly funded .Ch botrowtAI,I\ IH'CJOt' tho Stork Ophon 

Procee-d\ Credit rac:My 

lnc Scock OptiOn Procet!CI\ CrrCJit f.K~II)'Ifllllllly l.lfOvwtc-d 

for tlo<r<""'fi9' ol up to S 1!ir0 lft6otl. ol wwh1<:h up to S tOO m~l1011 

l!o •c..crved \Oiefy lor the pa~t ol•otr.re..a lAO l~s thfote· 

UJIOef At Ooc:cmbet !1. 1996.. S~88 mtllion 1\IKI bcell botr(JOiwPd 

Yfldrr t~ Stock Opuon Pt._,, CrC!dc F edllly Botrow"'V' 

uro:kr the Stock Opuon Plocftlds Crodt F'KtiMy g.llt'fllly bell' 

lntcre!ol It LIBOR plu$ e ,_g.,., eq.lello 7!1 bo~' paiN-. en.J 

arc p<onc•peiiJ' ••pected to be! ,..JNOod from the ceth ptocee<b 

•«c"'e-0 from the e..-c:-ol da!rilgnlted DfnPIOYOI stock op~ 

I hi' <«eipl 01 w..th lllOIC& CII*Dfl p<OGI!«l\ per~y•eOucc!o 

the ttorr~ ..,1'-billy &..a..,_ fllcti•ty . ..,..C'h hn ~" 

rr.duced to 8PJI'o-Hnal!l)' $11!. mtllono os o4 Oco'fnber ll. ! 9!il6 

At DI!'Cem~Mo< ll. 1916. blo5.ed on 1 clo""!! nut•kl'l price 

o1 hme Will nil' c:~ ....U o1 UJ so the •w~te vai!Jtl 

o4 pocl'f'Cael proc;eeds to r- WoWtJI'f lr0111 the e•ffcn.e ol 

ntJt\ISndlrlg we,led, "on the rPIIOIWy" 'lllC'k op(IQrl\ CD¥11r..cl 

urock'r the IICIIIIy WIS lppoOIIftlllOiy $1 S bllhr•fl rep<rsenll~g 

1 2 1 to 1 cover .g. rac.o ower I he reLated botrow•og avllllllt:MIIIy 

lo the onteotli'\14 "OC.k op110n pt(let'C'd!> ""' not s\A'hc~ 

to sall'\ly r- ..,.,,..,..ll 00io9MOOM 16>dl'r 1he Suxk OJX'"" 

Procecm Ct~ r eclllqr. ,..,.. W'iltrr< '' gcnrroll)' fe!qiMod In 

rep11y such ttorrg,r,ong~ uSftjj ptOCr.cd<; lrom 11\f' 'WIIr. ol V~nrl'\ 

oltU common stCJCk .-.ld.,., e'!.C<OW' undPr t.hr Suxk OpeiOfl 

,.,>4 .n. ( 'rt~!tll • ec .. , or • •• 1ft' I w ...... '.-c-unfl. uvno 
lv$1troblc! c •\h 011 1\and In lidO 1100, 1\ I 11)'\ill ol lime! WoWAII!f!. 

comml,_ to V!oe tho StOf'lt. Opl.., Procl"''d\ Crlldlt r MMy to 

lur~ •wounllfllly SlOO IIWhon ol ptefelfod <Jtwldond reqwre 

~~>C~ots on tU. Senes G. H. lana J Preflltr~ ~ock. I lfnn W•tw!r 

h.u elM) ~f!nM!of'IUolty avrt!Od to pl1:r~ in escrow 111 11mou01 

ol U\1\ oqualto !he GICDU ol' ,,.. ~llld praf.....O dl...cs.nd 

reoql-'eiiW'I1fS on w..th WlltM 01 coniOC!<1IIble pt.,tf,Dd ~toclt o­

tn.! ttor•OWWlQ enlllbll«y ...cic!t the l.coflty • any tlfl'M' At 

Docembar ll. 1996. Time Wlfl'lef twtd plllt'ed t62 m;lloon deli~ 

11nd l6.millww1 \11.11111\ In ncrow ~ the.o .,,.~,_ru. wrucn 
\hAte'\ ••,.., cnnwell!red 101M' "\Uetllnd OUI\IilndiAI,I (8polll 

\lOCk ollhe COfftCI¥ty llme WI',_ tnly blo •equ•Dd. I• <>1ft U111ot! 

to llfhCI. tn hiN~ up to Sl S "'•lion !oi'WI<~ hetd 1n ~,;tow 

(ko'(aU\11 bofrOWIOQ\ .-vx-1 tllll •,trlfk Ope..-., Ptoc-:1\ 

tri!<Jil f .K .. y "'I! lllpoKIIId 10 be JI'U>t.lpllll)' IC'p.lid by I­

W51rrf from thr ca~h prOCt'f'ch retatod to the f'1crc t'>e o1 

c:'mplr.yC!C: \lOCk ophon\. h!IW' WIIIN::f \ P'"" opal ucdrt raunq 

aqrnc:111\ """"' COOChoeieCIINI \UCh bnrr~s and tl>illled 

ftnAI'\CIAI,I rn!ol\ arc ere-Ott ni!Uitlllnd arc excludable from debt 

eno Hllllf«!'l e•pe~~SG. re~UWty. fOithcwiJ'#po\n llliP¥11u· 

~tln§l I irr • ., War,_ s .._IV• lnCI co...,~ r•10• In ecJCJIUon. 

bl!cau~ hne Will IC"' t..\ tOfiVrln!A!d ln us.e Ule Slock C)p(Jorl 

Proceech Cr"(M f eci!W)' co fund approx..,.:•oty 1100 rnlllon d 

pt1tf1!tred dwodcnd roq~Ar-- on Its !>IItie$ G. B. I encS J 

Prefl'rted Stock. 1nd t..\ ..U<ed i""o tho esc: rOot¥ •"'fl91!1"'C'"'' 
01'\Ctlbed ebove. \uch ptlf~~<•t'O dhtldend requ~ternM~I5 .,,. 

~-erl)' n•cludo<l from ~ .. red dn.dend\ lew f:"#p<)WI~ ol 

evalu111,.., llnlf' Wernor \ cn'ltefage ,,,,., 

O.ttt llef-nc"'t• In 111116 aod earty t "IH- ltrnc We<rrt!f 

cON"'UKK to upotal1ze oro la't'orable mart~ conditiOns INOIHilh 

ccnaw, ~~ relrnenC'IAI,I!i. Wfl.liCh IOM!rr:!d ~nt.!flt!ol raor"'· \taljj 

go<ad debt meturotlfts and. wtth re5poc:t 10 lho •odemp4_, oltho 

8 H"' Cn,...rrut>te Oflbr'nluru tn F ~uery 19116 II nO the:' I 8~ 

ConwcrtlbiO Noccs 111 r abrulfy 11r!17. eli....,.ll• 1the poct~Nael 

CltluiiOn ffl)m ll>fo COn..llftooOI' ol \UCh \OCUIIItr\ 1010) 1 ) m~IOOO 

.,'"'"' o4 common !oiOCil 



In J anoery 11i11M, In connection Wlh the CVI A£qu1"11on. 

~u~•ar~ ol Time Wlmllf usurnrd 1500 ~n~IIHH> or puutl(" 

nou~!. and debentlm!'!. of CVI aod bOrrolM'd $1 ~ t:MIIron undrr 

t~ 1 9!1!> Cr~ Agret!fJlent to r<~rnance a hkc= amount o1 ot~r 

U'\debled~SS 8S'!.Um00 Of lnClJ'II!'OIO '!oUCh KQUl!I.IIO'l 

111 February 1996. Time WanlCI r~med I he romarnlng 

11.2 billiOn prnopalamount o/8.n>% Conwonlbk! lkbent<~r., 

lor s 1 28 billion. Including redefllpl.lon ptemtum~ and llf criX'<I 

rntere~t thflf0011 Tho rodC'tnpuon wn flnllrrced Wllh (\) pnxccm. 

rar~ lrarn aS!> 1S tftiMon IUUIIOCo tn December l81J!. o1 

Company-ol;ljNjlatod mandllt01~y redoemal:* prllfMed '!.f'C.,rtlf'., 

ol a !>utl'!.ldlllry ai'Jd 12117 !.0 m11J10n ol ptOC~d\ r ,.,'led ltom 1~ 

osS~.~~~ncr on Jllnuat')' \1196 ol (1} 1400 mlllooo puncop.alnmount ol 

6 ll!i% Ot'bentures due 2026. wNct1 are rcdl!cmallole Rl u~ opl.ton 

nllhr hoiO..r., Ull!fCOI' 10 2003. (u) 1100 mlll(){'l p<tnc•pal amount 

o/8 3'11. dl•cnunt oebenlutM dul' 2036. WhiCh do n01 pny Cn">ll 

rll!~C'!.I unt~ 2016. 1•1 S 166RIIIIion p<ll'IC1pal amount nl 1 •B'I!. 

oet•ent.,e ~ Cl ur 2008 IIOCI (IWI 5 1 50 m1U ton pr .-.c rp.nl llnlotJnl ol 

II 0!:1% !Xbrnu.ores due ?016 

Ouro~ the r" st qu.rtllf of 111111. l11ne W.WAC!I ctnl..,rd 1010 

a numb-=• ol l~"''llrlftYCiia~. which reSUied 1r1 1~ 

rufln&nCinljl ol ~ 1&00 nwlllon ol dcbl. r..,e Watr~ 
rt!drec!m«<IJOO ~ ptlnC.Ipalamount o/10 15% :>c!niOI' 

Notes due Jan._,-30. 2002 ol TWI Cable llnCIIIpptOlllmiiU!Iy 

1283 mMKin accreced -.c ol TBS c-tlble NOCe!> ~ an 

aggr~Me re~ pnce o1 appro•imatety 1600 mU.On. 

oodull•ng reoempuon ,......,.1- ancr IKCI ued nD<c"' thereon 

Tm>e We~ne< Blso i1>s....ed 1.600 million pr!nel~l BfnOUOll nl 

UDoiDnlj RB!e Re'!.Gl Notft due OecomtM!t' JO 2031 (lhr 

'f lo.aung Rato Rn<IM NOI.e!> "I The F kNitlng R.co Re1oel NOCe"> 

belli •l'll.ereSI. at•lloebng rete fM!U8Ito LIBOR lau; !>be,., 

pants unlll ~ember 30, lOOt, It Which ~~me the onr.etnt rate 

woll be rc~~ at a r .. ea rate equal to 6 59'!h plu• a tnarljon b;ncct 

upon T1me W61r.!<'S c:raodlll tl~k Ill '!.Uti> lime f~ fiOIIIrf19 R•tc 

R~•<Jt Note~ are ri!Oecmal)le at I~ elect ton or tnt" holdl'n. 1n 

.. hoi!'! but not,,., part. on Deccmbc!r )0. 2001 

O.M. ••~U- "'ogum A., I''"' nl" :rmtrrnllnf,j ~\tatr.ogy 

In f'Ohancf' lhfo lrnnt>(' 1111 p<t\ll'"" ltrHl n('rU '>tlllt~IC .. ol f1mo 

Wnrn.r.f 111'111 thr l nwr u.rnnu•nl Ciroup. <11 S 2 S) billiOn dclbl 

rt'cluctl!ln p<ogrnm .,..,.., rnllllltl'd 1n 199!> tn(ludlng tho sate 

ol !r I% ol TWE . ., ln!Crt'"l rn 51• f 1119'> 10 J unr 199!1, the "le 

o/An •ntetO">lln OVC. lr¥ Ill r ('hruary 199~ lhr <.Ale ol <:Cr\llln 

ui"K knlcrcd £ ll!Jif' '>y">l••m'>. tho• pro< rNl' ll!lo\.rcll•am ~~~ mon<> · 

1111111011 ol I I~ War oN\ IOV<l\lrtlf'ftl ut tlll.,b<O In AugU'!.t 11il!il!i 

!through the iuunncc o1 nu'JOcllltOI'rl~ rrdf'('mablc= p<rlf!l'red 

\MUtltlll'lo n/11 \lJI)'!.I(jllllyl 11/icl II p<.o<toon ol II~ lni0< .. \1 IM 

lW( tn Ap<ol 1996 lthrouqtl tt-.· 1\\uan< r ol Sf'<IC''!. M Prefe~rr.:cl 

Stoclojarod ""' r•pcciC'd 1~11:11 'lllf' nl IWl \"''"'!!~till[' 

fntc•tarrwnrnt l<'k'"''"""· Inc. lrmo· Wnrrwor 11nd thll 

[ntCO"tn•nmrul Group on 11 (ombu>Cf'l hll''" hllvr- f".CM'di!d 

t~lf .,111111 goat' un<Wr lh1~ p<o<J<dtn 

Credit Stahsllc:• Tilt• comiJrll.ll"'" <' ;~~~f'l ~.1i"~ and G!!l:>l. rch 

nant•'>9" "rotcndl'd tn <,t~<·rogthrn !Ill' llll11fl(llll po'l.llton ol Tunr 

Warr..,, 1111!llhf' I ntrr tn•nn.o<·nt I,, nup11rw!, wllf'll tnk en trythrr 

Wlllh l HII flA. gmWih. 1~ <'XJ-1<'< !f'!l! u r nnllnur the ll'nJl'OYCmcnl 

ol Time Warner\ 0\re!tall <:rcdll '>t .. tl'!.\1£.<, T~•e cre<lrt ,.,.u~lr<:~ 

cMs.tst ol tommonly u\oed IOQuodtty rn"nurr\ •uch ·~ ic.'¥0f~ 

111'111 CO'II!I'? e ra!lo-. The lcvma~ rnuo repta-.enu the ratJo ol 

IOUPI dobl. Ia\~ 1\llllllbll! Cl'>lt and •'QIII\'IIIenl\ rNct de1:1c1to 

total buslne" sogmcnl: E Bll OA. '"'' r.Otporatr expen'!.l!• 

rAdju!oiM £BITD.to) The COVC!'IIC)t' •ato '"r""!of"nl~ I~ r.,tkl 

n1 Ad,.,'>tr.cl t llll ()A to '"ll'lllrwrlr\1 n•prn..., and/or p<<'lf'rrrd 

dlvlderlC.h lh<r\fr ratoo•. on 11 pro h><rn• l.lft""' lor 1 Qll6 lind 

lW!.. and on o I>ISiorKII b.ll\1~ lot 1!194.are as lot'~. lotth below 

lor eactr ()I Trm(! Warno1 and lrmc Wmncr 11nd the [ ntena"'ment 

Gt~p CO!'T bof'IOd C .... lllfl <allng llljt!n(I(O,_ and Olltr .... Credo\ 

111>111)15~ pl.Kr morc empha\1• oo lhr c omblned ratiO!> wi'H~ 

OCtlt'••, r••a<"r more rmpha'W!!. on !h<' I riJI<J Warfl(lr 'lind lllonc 

••uo• 11 •houlcr or unde<~loocl howrvN. th•l 1~ a~•eu ot tho 

Eotertllorlfnerrt Group lire: O<JI lfl'f"l}llvlulabk! to lund,,... Cll,., 

n«!d• oil 1m!• W11r""'r 



,_,_ .. -... "" . .. --.,._-..,Mel 
f.nl~ Group COIICiined 

Net dctMJAdju~toa f.BITOA 4h 4 l• !ll• 

AdJUSIIlCI [81TOAJncns- 2 9• 2 ~· 1 '• 
AdJUSlod EBrTOAAruNM 

ana p~l!ferroa ~..,..- ?l• 20• 21J 

Tm.c:Watn« 

N!!t dcW'AOJ~!!oi.Od E BHOA ~h. ~h • l• 

AdJO!olcd EBITOAIII'a~ 70• 1 9& lh 

AdJU~I'd EBITOA./lnl...v 

Mel pttfllfft'(l (lwllallldr- 151 1h l 41 

.~ ... ,., '·•~.,..,. r• .:a• lVI .,. ....., t r.JIII-S.,.... .,..__J "" vw I #hi kr.wt• 
ftii"Uif.fir)f"tJ ., J ~Ill ...,. r....C:CAt:.lft' occt~.-eo ., ,,. ~)"'"Qif'll 01 
I f!')) l •tt .... :.lt--1--IMat•-·~....a--_,.... ___ ....,__,~ OPH .. .,.-.OI.a-11! 
01--;. ...,.,_.. tllw,.., "',_ ~ ·o ,..,....., ---101 (Jell- n•ftl. Ill u. ..... ;, ,,. J7J-., liM- Jl7........, 
"'1Jf4 ...tiC.I' _,....11111( .. ~...., ~· _,_ 
,.,~~ .,CI)_-..,._,..- ,.., """"lro , • .,..,. • .,... ..... 
.,...IISJ ciJtJ .....,. _ __.,._.,_. s.oca ~ p,~ 
o-t«1fq 

ld ~,__. • .,_.......,.,~ ....... -~ 
-~-·--·r.._, ___ . 
CJI JIT.,_,, , ___ .._..,.,_,S...C i/1 - J Pr--
~ ..ttC:h , __ ._,..-~- tnif Sllri 
Or.IOOI> ·~·.x-0.. ,...,, 

ca.-.,_ Outing l..._ fMoe Warnet·, ce,_, ~ l:ly Ope!•. 

lltl()!l\ ~e<l to USJ IMIDI!eno ,.,lc<;te<l S 1 tS<t htillon of 

E81T0Afrom lt!!o ~ ~. Ceble Ne!WOI~ .. HtS. frl""'d 

[nU'rtll•nmC!flll TBS W'd CMIIII tluSin(' .. • t!lo. i221 '"'Ikon of dr,\11 

buuan~ from TWE ~ S 1•1..-llion from~ ~llltWII•on of 

rrc~:~ ... able5o llt!.S Sll!l .,..,._ ol onter~st pa~'· S l 38 molloot• 

ofrncome t.les. S 71...., ol corpcmne eJpc!nWS and SB21 

!1'111oon r~l.wd ID 8fl ncr .. ~ rn OthoP< W!lfkJng tep!tAI •e-q,.•r 

,....,,~ bnlanco ~ ecc·~!l. a110 roonc oloh ••em~ C '~" 

provodcd tly opet~ol Sl ~li)IIIIOfl tn l"S ~fiKtl.'d 

S 1 l!t6 blil.on of [ 81" OA frOift liW Pubhhtng. M~ ilnd Cable! 

bus•ne~W!c\, S 1 OEil ~ ol"" do'iUtbuttOn'!o /rom TW£ ,.,d 

U!. mUIIDII lrom the ~e<:undz.tttOO o1 rc:c~lvabl~~. IC$'\ SMII 

mrlllon ollfteteill pey171cmL~. S27B mtloOtl ollncomo tA•~~. S H 

m.IIMVI ol COfiJO'"~ ••JX'~!. M>d S2U rnolloon rC!IetiKlto an 

lnc•toa~e lf1 other wortung CIJP'"'' rl'Qulrc-s., balance loh(!f't 

accCKJill-. and nonc11.,h >I em~ 

Ca~h vted by irwrsung ac1"'''~~ rncronol(lto 1424 mrlhon 

'"1996. COtnpai'C'd to S211 ITIIIII()II.,. 199~. principally as,, .. ·.ul 
of 1 dc!crea\.C rn lfllrr\l,.nl proc M'tl., reahlc<l In coone<:~n 

"'"h ma f1A9t111'0ilr-, Oltbl: •odoc \Iiiio I" "9' am anr1 hlg.,.r COflltlll 

cal)l'nd•Uir.'>. oil'"' rn part by lo••" 1nw>-.tm1'nl 'P"..,•"9 
Caprtal e•~turl.''\ tncrea~ to ,_81 milliOn tn 1996. 

compau'ICIIO 5166 ~n~lltnn '" H19S. P""M:'f'•lly II'!. a ll'l!lull ol 

h!Qhc!l Ublc CIIPtt•l 'ipt'ndlf'l9 11'>\fl( tlllr.d wtlh lime Wat~r·\ 

C~ ICQUO'>JIIOtt\ 

C•"" us.~!<! Dy hr,.nc '"'9 a£1nlll..,., .,. ... i!IOO moloon rn 111116 

COtnparf'(l to Ca\h provod«<l:ly fon.troc 1119 ach¥\1~!. nl SIll 

mo111on '" l9i~ 1 ~ u!>ll ol cash tn 11196 prtrtLip.tlly resulleel from 

lltghfl• c ... h dtllldcncllfoq,.rc-ru Mid 1~ \1\C! of US 1m noon 
ol nonc11ron1 cash and C'QVI"'t~nlc, "''~., lhl' (kcl!mbcr 

1119!1 1\ .. ~I!Ce of the Ptefette<l Tru~l :'.• CUn!le' ID ~~ lhr 

rrmtlll<fl9 pot1oOn of the 8 7~--. COI'vetiJbiG Oebl'ntUJ""' 

February 1.996, oil .. ! Ill pw\ by bot CNnOQ\ lnCIJirOCito 1..-ncl' 

the cun • rt~ o1 the co~euon ~to IN:qullo CVI Ce\rt 

~nels palO II'Ctoesed lo 1211 171111M)fl in 1tt6. com~rod lo 

S 111 miiiOr! In 11111!>. prlnerpelly 1\ a ro~ul\ ol dlwl()llnd~ paKl 

Ql\ tho proferrC'd MDC~ onuod In coon•ctiDn woth tho Cablo 

ACQUIWIIQnl IJftd l he II OCHUllo•.~'be lrenuctiQn In ~em. 

,_ Warnof r .. '*' epptOJimlltely S I ~!> ~ o1 n~ pror~c, 

rn 1 I)V6 I rom I he 1\\Uance of 1 6 m1ll<on sNit as of Sorlos M 

P•ohrflod SlaCk and uwd tho r>el pon<oc>d" th•,ol•orn to rl!dLJCO 

d('t>t ftnlt' Warrw!r alto bottow.-d $488 molloan uf1dcf 't\ Str>r:k 

Opuan~ Ptoc NOS Credit fadrt y 1110 U'f'(l tht pt DC eoos ''-''" 

hom to repute !\eM appro1m.ttely II 4 m.-on ,_,a.ros of oti 

commnn \lock el en lq9ff91tle co<, I ol UStl lflllll()ll 
lhol 11c,M!U loti c•"" ftow\ of urtoon consofodttcd 11110 

unr;Oil'>O.._CoO ~ub'!.Odl..,,.~ ol ,_,. Wa•nDr ••n toil• ·•f'(l Dy 

ccrt11tn l:lnrrn""""9 end pw\net\htp I<JfM!ment' '"" n~\ ar~l.l 

<Uh now\ ol l9S TW(IJftd TWI C:sblt" a•e r!'\ltll l~d by !tlt'tl 

fC1.p« uvn b<1nk UNJ•t "9•ertrncnU, lllthouqt'i 111<.11 onttty Ito 



permolleCJ to InCur eddil&ll:lnlllndebtedneu to melle kNins. 

advolllC05. CJIWibUIOns end 01'- UUl .,.)'"*"S to T llt'ICI 

Warner. SUOfM!IO ~ ~ 'cmp&ence With tho C:l'\1'1 llo• 

coverage anolevef~e ratio covena11n contained thltte~n 

f utthc!r. undef thO TW( .,.,U.rlhi9 .gr--. Ole IS ..CIS lAO 

cull .Ito~ ol TWE ¥e _......,_11:1 Tlmo WMttet e•cepl 

through the! p.eyment of c.n.en len. rOtm~.namenu. cuh 
dtstnbYUOn<t end to.fll.. wNch ¥1 ~t IO Mll .. IIIOII\ 

Mlltt~~CJCmelll be~ UWI T~m~ WMfW'~ opc!'IIII\Q ce~ 

flow. cuh and m.artr.~ 1o41C\Ifli~S end 1CkJII10111tl borrow•ng 

Cap.Krty are !oUII'ocllllf'l to tunes., cepe.! end 16qwdoty oeoels ttJt 
the: tore!.C~r~ 111-ure wtti\?Ut ChUCMII.IOfiS end loa'" from fl~ 

resmctco !.Ub\ldr~. lllCIUIJr~ TWE. eDowe thO"•' pc'tmltt~ 

by Ul!loUnQ agreemenu 

1111 ,. __ ._, CWMIIUeft AI Ollcembef 11. 111116. 11'111 

l11tt'f1Dtomci'C Gt~ Md l$,1 biiWJn d c;tetJr.. S 1 $ IIIII Jll d 

lrrne Warner Ge.,.rel p.,..,· SeniOr C.-pal end S6 1 biiiiOfl 

ot pattnets' upiUI. c~ec:l to 16 2 Dillol'l ol dlb(. S I c billion 

ot l~~~>c w.,rw G-el Pert~*'~' Sere-Cepulllnd 16 6 billion 

ol pertneJ' · c8piUII tn.l d the I 111 lnlkln ~ollected I)Or1oon 

t11 01e note recaivable "orn us WEsn • Oecembor 31. ltiiS 

CaY! end eqUtvellnU- 121t IIIIAon 11 DeceftiDC<f 31. 18118. 

cnmpar~ to Slot l'llilllon M Dec.mber 31. 111!1. rlduf:lng 1'­

dcbt-nct·ol·ceshamoutUfar the E~INII'It GIOU910 n $ 

bollKm a nCJ S6 ~ rnpectlwty 

C'edit Stetl&t>C& [111.,...,_ '->•OUP leve<aqe lind covorec;~e 

IBhO\ IO< 1996. 1911~ lnO 189' _,.ItS loUows 

...__ .. ,._ ....... , .. , .. ~ , .. 
"- ci*IAdjulled [81TOA 24• 1 .. ) !loa 

~stl'!d [ S:fDAJIF!_~ 4 •• ll• lh -- --
101 PrrJ '01'""' "'""" ftJ' I~ II"" .4o<l II) 1,.. .._,....._, (';.<....., ,..,_,,_. 

. , I .. K .. ()! o.cll .,_....,- {)CQIIP.O .. ,,.. ...,....., "' 1119$ 
, . )tOt I{"" .. f • .OC"" '"' .,. ..... ,.lllttltfl~ ~ ,....lttll o..tt ,.~ .. 
,.__ INJ I~,,_--~ , _ _, o/11€.-UN --~ .. , 
rot OttJr • ,.,..,. oJ ,,. , .., ., ~· ,.., ,.. ,..., ..,... ,.,, ....,... 

c .. h flow• In 19116. Ole Enrc:rt.alf'lment Gloup·~ ce\h pto~~tdlld 

by operecJon!. amauNed 10 I 1 012 btlllon e,.O tefiOCtOCI S l l l• 

bin10n d U~ITOA from the fllmeG f n«t!1\.ltniN 111· WI!!>e' Bros 

Broadcas.t.nq· The WB Network. CAtiOe Ntl"'orks· ttOO end 

Cebla biJs-nr• and snc m.., r-"tOCIIO • ll"t1UC:l10n'" 

work~ cep~al requor_,ts.. Mhef belat~er sheet acco~a 
and noncav. nem\, les.1o U 1l mAori ol intrtr!>t peymrn~~. S 14 

rNkwl ol oncome ..... , ano S6t lllllloon cit corpc-ar "e .. peo~\ 

Cn11 pmvorJeCS Dy operaoons ul S 1 C9~ l)llllor! m 199~ •~trd 

11 0~2 bliiiOfl d bu!oofleU M9tnenl [811 OA and S 1 ~9 m••IOn 

teiMad to • fOCIUCtiOfl rn wok.wtg capot81 ••qu"""fM'nl!.. ntlwor 

bel~~ ShC!<el accounu end noncaSh •em~. lc~'!. S!>11 m•110n 

or cnte<~~~ .,.yrne""· S 1!> m•llon n1 .lfiCome ta•c~ o~o(l 

SU rnolhon nl COfJIO' IMI c1pen~~ 

Ca'>h u.,I!'CJ by '""'"'lfl9 eci.Mtot!> •u o1 1!>l b•l!On '" 19!1b 

C~OCIIO S 1~ miiiiOfllfl liM. pttfiCipally II\ 8 te~ul 01 I 

l!oOI rnAart C1Kraawrn-~- poc••,.,• roalb!!d "' 11191> 

In coorecuon With -.v..-. '\ ~bl •educuon proq•am •fl<l 

tughor Llplloll t!1pendlla.l\ CaP'Ill••plll!dlture~ •nc,~.nOCI to 

St nt Dollor>tn 11M. corn~ec:llll I 1 6!03 boMion In IIIII~. ptlfiCI 

p ... y It 1 <~ oll'l9'* CapUI \PIIftding Dy the Cabla Olvt!liOfl 

Cash uSee:! Dy l.-.nclfl9 IICUWCIH •u Sl~2 m•oon .n 1196. 

cOfl\pa<OCI to • 6Q7 ~ ill 1 eM. P' tnCipally u • rostAI d • 
"-le~ d debt fedu<'IIOft reallllld In 1 llt6 in CO<V'«liOft Mth 

..-.-nt·, debt reouccoon P09'•"' and an 'S8l!> rntllion 

OOctoai<C! Ill not diJU~Ion\ poald IO Jlma Wet net, dbtlt In pan 

by 1 $4ll fNIIoon Geereaw 1t1 co6ac~ on tho n()(e rec~vable 

lrcm US W£ST 

Man•9f!-nt ..,..,.,, lhel TW£ ·~ OJII'tll~ cull !lOw, U"h 

and aqu•v•l"'•' •nd adcMoorwltxwro.Mnt,~ ( ~>IKIIJ M,. \ulfiCk-nt 

to fund II\ ca~ll end ~y r-a~ lor thlt lornooal:* futurl! 

C.A81l CA,.tfAl '"l•Ot•C. 

S.ncC! ttr bc!q•n"II'CJ d 1194. T.n~e Warner C•tw h.n 1><-rn 

onqaqed rn11 plen to UP'9'•dll Ule tKhoo6oql( <ll c . .apabll~y olnd 

reltaD•I•y ~'"cable 1*'-ISIOf'l \y\t~m\ and Ck-vl'lop IW"W 

ietvtCe~ w~och • tlelle'oe\ Will po\rliOflthe bu.,,nc., 1, · 

klwa•ncct. long '"'"' qroW'IIn C8Pt\At toe~endonQ Dy T ""a Watt•" 

c.cw 1'>1: h.o:11t•Q tlr c altl6e" flPI!III:IOfl' nf bottl T ,..,. Warr-.!r arxl 



TWI. amountlld 1011 S6J blllloo illlliaf.. comp81od 1011 l•ll 

blllcn 1n 1IXI~. and .,.11!> ftRAneod In partll'lrough colecuon'!o on 

the r>OIC UXC!IYablc from us WES r ol $169 mllbon 10 19116 IUl(l 

5602 m~l.on n 1911~ C.at.e c~al ~P<'ndonglor 111971\ 

budge! IX! to be !oleady altpprO.XIfnlllt'ly S 1 6 bdloon and"' 

expected to be funded ptlliC~)' by cable oporat .. •t;l c ao;h Uow 

In exc 1\ange lor cenan lk!•rboilly m c .. tabll'>hong c:ablr r 1111' 

pncoll9 '>lrOCt,.es fat rrc;~uute(l ~fVIC<'.,.IIUII *l'lll ln{O 1•flrH on 

J¥OUary 1. 19!.16 and ton!>o!>I.Cfll """'"'Tune War~• Cable·~~ 

ll!fm '!.lralCQIC plan. lmc:' Warrer Cal* ha~ agrl!'Cd *•h thf- f (( 

10 II'IYCSI!IIOCnJ Ol $( t);lloonon Cllpdlll I:O!IoU In CMI>Oi:ll(lf'l With 

lhf> upgrade Of 115 C:able lfliiB!ioltUCIU<C. WhiCh 1!. CXIXJ'Cll'd IO 

be !>ubslantoally completed o11er a hvc ~ar per lOCI cod•ng 

Dccembc< ll 2000 The aqrccmcnt 'iltlth the f'CC COlli!'!!> all o1 

thor! Utllr Clp'!fllloom. oJ T lrne Wllli'ICI Cllblo. lllCiudlltglht• OWI~d 

or managed coblo tclc:vls.on !>~em~ nl Time! Warllt'r. TWE. And 

the TWE Adyanc~>fNewhous.e P.,tnm'>h1p Managcml'nl cxJ!(!('I., 

to (Ontonuo to !manu.• ~•level ol "''"'umctl( FWinn~lly 

ttv-ough thf> lilrOOII'Ih 1n c.at.eopeoaung c11V'o IIOw~ from 

ltlCrca!W!S lr> SUbKIIbllfS aocJ Clobla <AIOS. blr* Cledilll9f-nl 

borrow~g .. and the~~ of new relll!ni.Je suoamo; 

from l'X~noed FWOQI'IImf~Wl!g opliOrl!>, high Spood dlfa 

uanvnonoon ancl Olhof --=., 
Off·.ALAIIIC.II: SHUf AIIIJI 

As dn.ct.~ssed below. Tm.. Wlllrter bcl10vn' lhel thoe viiiiKl of 

cen.on ofr-balance §heel nsets should be C'l<'lsldered. 11tong 

'll'llh ()(hor I actor!!. df!I.CusWKI el~here hn<on, tn evllultong 

the Company'!!. rlll.lllncoal cona~ lind pro~~ Is lo• ILtt.Jte 

,~ .. ults ot operatiOnS. Including 1ts 11b1hty to lund tU rapol<\1 

ar>d ltquoCIII)' nred<, 

lnt•nglt!M Aa...Co "'a ucator iln<l Cll\tiii.Jutnt ol blnndl'd 

onloun<!toon &r1(J Cf'lle<UIIIYncol cop~"'ilht '> !oltl(' WarrM!< 111\d thf> 

Enl~rt.lorvncnt l.roup 1\a\1• a ~o(ICIIOI llmO<Jill ol ont~Y~IIy· 

gcllCr&lcd •nta"9olllc nscu who~ ""hJI" 1!. nollully rcOoc!od 1n 

.. 

l.hmr IDipCPCUft conWllldatad bal.arw:a shcort\ S.u::h 1111111,... 

~~~r,.c(<, l'•tond &crou lOtnG WarnM·\ proncJpal bu.,,ne.,., 

notNO\l'\. but 1110 ~ e•emphfMXl tly Ttmc W11r.-.c1 !> c~ 

ol copynghU!CI mu'I.OC FWoducl. 1ts l•t);&IICS ol cop)'f~Qhlr!d him 

11od tolevt\.IQI'I FW oduct 1 nd !hi! c ••111 10n or o d e<'I\.IQI'I ol t); and\ 

Gent'rally acc~l'd ac.coununq FW•nc•ple\ no no1 r«oglllle the 

vAlue ol"uch n'Wits. r:xrrpt 1111i'lr" tom<" !hay m1111 txl11r~rd 

on • tJU"In(!"S comblnauon ,u:ca.ontrd lot oy thl" purO~W! 

mC'Ihod oJ IICC0Yn~Jn9 

lk-cau!>l' Tm• Warrer CM'Jl.,l,.... ropyuqht~ to '>uch crnllvf! 

11111trtl.lll. 11 cOntlnUIIIIy 9ft"'rlltr~o •Pvt>noc tl~tougtl the> sale oJ 

<;.urh prndliCI\ KICK!> dl!fOfC!'fll rTM'(l~ dlld WI llti'W ana Cl!!illl'lq 

m~~rkNS The value! oJ folm and tck-.-1\oOn rf'latod copynghll'd 

plOdOCt and tradllmlltll.s 11 COilUntllllly IUillo<lllyi/'W! bccM"'t;l 

ol lllm5 and tiJitilo\joQ(I....,. to '!ot'COndllfY ma<lt.C'I., and the 

lrc.en~ln'il oJ lfademlf1L!>. ~h a .. tt~ t 0011ry ru~W"' chaiK\t'r., 

aod B111tm•n. to !he tetaollndu\lry II"<< N hr.< rn 111~ f'l\ In lldda10n 

I« tw>c'""9oc AI ad'll..-c&"i, 'liCh ... u.., ln!tod.lctoon olt.ho campACI 

d•sc and homavldeocn~e'" lhP 1980's •oo po«onually the 

digUI Yldoo cNSC lf'l tho II.IUI'e. hll...e hoW> IICal/y 'il"fW!flllod 

!iJ{,jnlfk: lin I IDYIIIIUII oppottunbK tiWOUIJh t hoe ICpiK k 11g1ng and 

~ 1e o1 wc:h c op)'tlljhl ad FW oducu .., t'lCI r>nW te._ hi'Wl loQ'C II 

loomM llc.c,.,.,..,.,.t.uch ~ ... ~, ha..,.loignlk:M1l 

ol'f · blllllnce .no« au.t va. lhiC IS 1101. hJiy rellect od In U. 

consoklaled b.ll.lnce sheeU of Time W•rrer aod l.hl! 

[r>lortaU'1ft\ent Gt!JI4l. 

'11-..1 [ntwl.a~t a.P: ... 8..-:klog tflpre!><'nh tho! amount 

olluturr re~~ f10I. yet r.cc.!*llrom casn contracu.lor the 

l~ern~mo, oltl'leWtclll anc tele<mJOn prDdurrl for pay cable. 

b.HIC i.IIVif" ne(1110flr. llfld Syndicated !Pil'VI .. IOII erhobll'<lll 

8acklr'9 of WI!IH'It!l flros arn~od to S I :.02 b1lhon &rl(l S l 0~6 
tulhr,, oil llfvcmbe< l I. 11196 lncl 199~ ll''>j.>«lt•l'ly (lllCIOd1"9 

amour('\ •l"IIII"'' to the kl"n~ of him p-odlKIIo T1n11! 

Wa11V'f' And rw£ 'cable! te~ev>Soon nl!lwotlt. .. ol S~6}....., 

end S l 7 !I m111ton. tf'!>p!K uvelyl W•• rrr t!IO'> · t>..c kloiJ one ru'!oOO 



pr~I"Ctpelly n a~ ollhe hcllnSiftQ olthll hlltolevt~CW\ M<IG\ 

ftllltld5 ano {Rfor OOI'IIIr'IK 11yndlc:Mt01'. 1\ welln lOt 

Nhltllt!Ofl Oil Ttmc Wilt IV<\ cable IOilvt~ IV1wntk\ bt•gtMOOI,l 

Ill 1998 Backlog olttle' IKI!fllfy ecqutreel film piOOUCtiOI\ 

companon ol TBS amounted to approsimatc:ly U10 motiOn at 

Dcccmbe• 31 . t!li6(11lCkodl"'l! amount\ r~lll"''ll 10 1~ hcl'ft'<ng 

ol him ptoeluct toT- Werner's c.tble t~110n neiWntlr.\ ol 

apptOitmat~ly i90 m_,l 

BecauW! baCklog ~rw:r*'Y t!!lateoc. to contrect'> loo t~Y 

llcon11"'9 olthratrocal afld ..-,...,_, pcoauct -"'C" I"Jeve alrollily 

been prOduced, the tKOCjjlliUGn olrewefoue lor loUCh complelr<! 

proeluct ·~ pc-tnttpally Orly oepctdofll "PPf' the commoHIC,....('ftl 

(lithe IWI.ti8Dtllly penoG 10' t~Ul under lhe lefm\ olthe 

r!!lated locells~rog agree~ Cash Iicon~ '"'ate col~tc.<d 
pcnodiC...,. over ()>e, !arm olthe fe6Mt.d llcens.aog eweot'fn('nt'l. 

AtCOidiJ191y. ttiD ponoan ol baekloQ 101 which caW\ advance' 

n.ve llOI alrt'ad)o twen IKelwod hits,.. .. elf b6tancc .. ~ 

nset waluc l!!o 1 ~ce o1 fueuttlund1119 The Okk~ .;•elude!\ 

<~dvC!tlrs•rw;~ ~l'f contrects. wNch aro 81\0 eapoeted to rc~ult 

"'the future reakla._.. ol ••- and ca~ truougtt tne '* 
ol advof\1\IIW,j ~pots IK.wed uncW W.:h C 01\!.ICIS 

lltl[.£$'1 eAT(. AIIO rNIMO• C:U •• IIIC'r 

••s .... .AIIAGI Ml:ll r 

Int .......... ·-·· c-.. •• ,..,.. WaH>rl U'WI\ ""~"''' ... .. 
'l.wap COfrtrects to...., .. Ute ptopntliOil ol to .. I delbt that'' 

~utlj«t to wanMI'ell'd f...:l lf\tefest '"'~'S At Oecemblr 31. 

1996. Tome Warne~ NMt .-etiHI fllll\wap COflltattl IO PlY 

tloa\1"9 rotes ol n•ftl ~· ~'• lftonth li80A rete of 

!a 7'!1-,J and fi'C .. Vt' IIUICI·<et .. 'll Wlte<C!!>l (lhll!f/1~1' •Dif' 011 !I !1%) 

on i2 3 bllloofl no\~N\8~- oiii'OeOteCI"'''~ wnoc h res .. ~ 
"'eppro•I"WWt..,. 47' d lllllll! w.,ncr·s UfiCiefty~ oebt. 1r1e1 

• J'!l, o1 tnr ocbl ot 1.,. w.,_ end 1ne ( ,.~tawvnent Group 

cc,.b.-.ed ~'"9 WC,.CtiD v•t.ble lnl~tt•\1 ratn At O«embof 

ll. 199!1 T- W.,nclf r..d tnter•t.l fiCII '!O..,Ip l"nnt1KI1o 0" 

'1 6 1>•ll10t1 noucnet ~moun: olllodl!bci'Clnt'S5. 

a• 

f•a'eft [IC ...... I C-It let• t ... oc WtO•IW't U\.I',IOiaoQII 

f'ICI\anqr cnttetect' po:t~rtly to '-'d911 lhe ""k th•t Ull'lrMlo<l 

Ulluturr toyll•lfts ertCI ttern'l.t'! IN'\~ to '''"t' Wo1rnc• Of 

lWE CkltN!!olf( compMW'~ lot t~ 'olll• ot -ICtpiiC'd -.ale ol 

U S C«<PJ'IIjjtllcd prOdutl'> IO<oaCI m•y br Ad"'-'1\dy eflrt:IOO 

b)' ChattoQeS on IOit'IQO CUff~'/ C'ICh•lVJI' IIIII"\ /4... .. patl ollt!> 

ovet•ll stra.eoqy to mlt\101' the levrl tJI upc>''- e to the,.,. of 

IOtOign CUift'OC)' I'IChancJt' flllt' llKtultl~!> fom(' Wll.,.., 

~, • pc->~uon ol "!> llld fwl "'r umbltled ''"""'9" cunoncy 
t'IJIO~O& Allll( ~lo<l OVtll the l'nlo\aOg IW<'fvO _,,.h pl."IO<J 

At OC'Cembet 11. 1111i6 llrfte Wa•<W'f h~ rllrrt•~ly tmel!:lf'<l 

•pproi!II'IMC!Oiy hall olllle C ombtned 0\lllftMI"')IOI"'V" < "''""' J 

t'lpti\UfM that ptW'ICtpllly rrtal4' to lrtlot IPIIed C a\h fto..., 10 be 

tC!'INIIrd to the U S - thr """u'"9 twt'fvr muntn I)C!IIOd. u"..~ 

lo.~n ~xchllnge conttKt5 ctutt gto~tllly tla•~ rnatu•lloc"> nl 

lhtiK' -1'\\ 01 IDU, ..,,_ h Me ljiDIWf&lly rolltltd ("''" In JlHNIOe 

conttnt*lg CO¥ftl91! 11'\1~ lhr yrar l "~ W"' nN c.,._.,.n 

ciOW!\ fOtetgn l!lfC'*"Qt' Wit! COII\111< I\ by pu!("hii~IOQ 111 

olh4!11""9 pUtd .. w.> Cntllltafl At Ore t'llibet ll Ill 6. I 111"111; Wl'tfrw"t 

t..cJ cnnvacu lnr the w~ ol suI m~hon •nu thr J>U<< ,.~ ol 

S 1 ()4 lfllliofl o/ fOielljln CUIIOflC- II ftl<'d ••C.\ C~reG 

tO COt'l\latl~ tOt U"lft Wlr: ol J :.04 INIIIOn & ' ..:I the'! putCNWI ol 

i1.0mlllonol ..... CUIIen(lill\a, Ol!cember J1, 1119!1 

See Notr 14 Co lhe Ml:Oift~"Y'"'ii I Clfi\OIIdttiC'd 

lonannel \tAtf'rnl'lll\ lor a"'"''"< ump•el.,m,.,,. elf'~ flttCtnn 

a I trill! w ... ,.., .. flll<'feltl race-· I(JIO'If,lll (.Uff~f\(y .. ~ 

mlfl89emenl Kltvotll!"> 



Coasolidated Balaace Sheet 

o--ll_ ..... ,_ _ __... 

AIUU 

e-- .... ,. 
c .. ~ am e~rvalcnc.s 

----------

RecCN~. Ics~ a6~awotancft ttl U76 11'ld S'86 mllion 
JfWj'nl()f~ 

PrepAid eapen~ 

Total CISICnl AUe!.\ 

Nonci.J'ttrtt cuh lf'ld I'QUiv*"l$ 

NoncurtC!fll onventO<OC'!. 

lnv~l~'> on .-nd amota"'.S Glut 

10 .lind It om [ttetUIOITICII'Il Cit~ 

Dmer ,.,.,.,.~ments 

Property. pie.,. am ~t nr1 

Musoc; CllaiOq~. Conl!IKI'>.snd Copy"IQI>l' 

c~ ..... ~')<land ~~lrln(hi'>M 
Gooawll 

~n54!(~ 

Talala .. ~'> 

•• 

"'.' 

' ·~1 ' 6)8 

1411 , 1!1!. 

941 Hl 

, 001 1114 

4 R1l l 110 

67 !.'>I 

, 6!18 

!. 814 !. 134 

191!1 1 1119 

'9116 1.119 

I Ol~ 1.140 

4}0) 1 696 

'1411 !t lll 

uo~ 
,.. 

' l~ 0&4 '21.111 



liAaiLITI£5 A•O 5HA.IMOLDI81' IQUITY 

c""-Ka•llllin 

P•f\c:~IIOM. royu- and prograrnm""!; c:ou~ ... yabiP 

OtU due wllhln one ,_, 
Other co~r~t llabtlllie~ 

Toul Cln'enl ~ 

long·tetm oetJc • 

80ttOW'"9'' &q81nY IUIU"e ttOCII ClpCIOr\ ptOC..a\ 

~em~d ln<.ome ,,,.e, 

·lneati'>Cld ~ ot peld ~w:np oons 
( 111'1(-f llabollue-. 

c on1peny obl.g.acl!d lftlndltony reoeemable ptr!IC!freG !I« l.J' •.e$ ol !.UO~, .... h0k1or19 

s.olely wtx.dlf\Mec! nolft end Clllbent~o~tn 01 ~!>Oil"" al ~ Comp.ny'" 

Sc<M!'!. !W~.c~,_.,.,ed yoc,k I 10par ~~~. 1!11~st.arM llUihOtllr<l 

1 7~ mrllt<)l\ 5hatM OUUC.I'IdlnQ "nd 11 720 DillOn ~Cieuon p<e#C!fence 

~Mer ...... , 

Preferred MDCII, I 10 ...ct I 1 1* II_,., 250 tftllkln ..,_, eUihanli'O. l!l 6 Rllllal end 

19. 7lftlllon ttwes ~. U.S!. II bllial'l eNJ 12 .IMI41Miian llqUidMIDn pter enu 

lMCN-V Clns co..- SlacL I 01 PI' ..... 60 ~ llwet ~.Nd 

!10,6 mllklr! ~~ • •• • •• 

Common MaCk. 1 .01 ..., I 1 '* ,...,., 2 b8:ln wwe' aiAhOtll.ec'. 

!108.4 million.,..; la7.71fAwl Mires OYtllllndlng .. 

Peid-., capl&ll 

AccUrnuiaiAid delc:a 

lnl.-4 -.hAietcJit.leqf ~J 

lotaiUW!IIe!. •ld ~' ~uny 

... ·-
s 71~ ' 611 

1 Hl6 1~!. 

11 H 

1.0110 '·* ---------
4 ul1 

, ~.11J 

4118 

4 081 

b/9 

1161 

94'1 

• 671 

!I 

11lSO 

!VUI 

II 'JOl 

' ,~ 0& .. 

J 021 

9 001 

3410 

6S4 

~Oil 

'.149 

)0 

388 

s•n 
(Z.1UI 

14161 

'n 1)1 

w_u, • .._.,..,., ___ ,__..,e_ .... r-W-tQIII_,-~ ,, __ "d'"'"""'.,. , ___ ,, ___ ~· 
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Consolidated Statement of Operations 
-..l-o---ll ............. ,._~ '·I'~ '"~ -----.... _ ... 

1001>4 ' IUMH 

CoSt ol ~YM~Jf!-.- ~'1n Holl1 

Selling. gcnr.r.e~l ~ ~.l"ftSlreuve- 3 176 uaa 
~rat~ eapen!>l"!> '11091 7.310 ----
8tAone$'> $1!0Q~ ope<Mifl9 n:omc ')66 b')l 

[QUCy 1n PtNI• lllCOfnlt ot Entertauvnorc Group• 190 1!)6 

lnterrsr at>d Ol.her, ncot• p, 141 1811) 

COtpOIIlot,.ll'•penv•• {1. 1141 

Inc Olnf' bel ntc •nc ome tall'\ ' hl(;otneUUI'' 11601 (1261 

lo'>" belOit> tlltraord!Nry cern (1~61 (1141 

htreordtnary loss on reuPfN!nl ol OC'CK.,... ot Sl2 moWoon iiM 

Sl6 m.IIOfl oncome 14• ~c., 1911& ana 199~. rr<,pN ro~ly ()~) (41) ......... 11'111 (1b6j 

Prrlrrreo <lrvodtfld req&..-l!lllefi.S !Hll •~n 

.. _. to.• appl.cai>M lo c-.,.., •• \ 14411 ' (218) 

leu pore_....,. 

loss bel ~e IURI'IIO<donlty cern s li~l s (461 

N~loss ' (1 04) s UJI 

A-•ee ~ llhAr·n 431 2 Jill 

1#11 .-.c~ 1'- lalb.-.p .rtCOI"W ·~ •tw~~W"J tr()fft fi'W~ki"/t .,..-• fii'W (nr'.l.-n"...,._, f.,Oul) ..0 ~._,.,, ,..._1*1 ("t_,...,._.... Ia IN,..,,.,..,_., O.C-· H , 1- IIIIlS- ,,,. , ,_,_,_., ,.__, Ill• ,,_ 11 " ,_."" ..,, 111>1- '""' o1 ,_ JII I/I _.., Jllllfll m ... Y>_t 

J( 109j _,_.., ......,.,. ,......, .., _,,.,..,.,lli9 JJ<f ~ 14(1,,..,....., ,., ,..-W\ ,.li.,Y .,, p,PW• ..,..,.,..., f1/ t4'IMIF~w· ('"'Olilf• 111'91 mtlilot't 

~~~,.,...., __, JfJI/M ~ ....... ll1fll1 twi'W, ,._ fO II ,.,.."art t /J , , ,.._...,,__, J IJ ,...,...If\ ,#ftfJ CfJflllf)(_,. •• ,....,..., lf;D "'*I'' J.lj4 ~~~ #Wl 160_,_,,, - • 

.. 

'"'" 

' 1,3!111 . )()) 

UJI 

&.683 

113 

116 

(1.?41 

''"' 
R(j 

(11101 

(91) 

('jl) 

(lll 

' (1041 

( 211 

' 1111 

l119 



Consolidated State11ent of Casb Flows 
_, ...... ~11 ........ , .. , .. ,,. - _...._ ___ --- -- -· ---
Ope tall-• 

Nr.t IO~S 1 111111 s (1661 1 (91) 

Adjl.l~mcnt~ lot noncUhand nonopetat.lflCjj lcm!IO 

E litr aOtd~nary lou on ttti'~ o1 dc!O( J!> t1 

()cp<CCUIIII011 Of"d emar11Z.ICitl 988 !>~9 4)7 

Noncash •nl•~·c~ expense 96 116 /Ill 

( ICUS (~loCJCnC)') cl dJ!ilnb~Aoor1S OYO' ~In p<lUX IN:ome 

ol E.nt~rta~nrncnt Group 1611 1101 1~61 

(QUII)' .llflC()tnC ol othclf lrllfe\11!(1 (Oftlplf'IIP\. ~ ol C:h(fJt)l.ll(lrt'o l~ll 116) IHI 
Chft~S 10 ope• ottll'9 UW'IS 81'0 IW!Ibillic!~· 

RcrNvablc's ll9f l~l (411 

ln\ICOIC>t~S PIIOI (!>}) 1)8) 

ACCCJIIU peylblll I~ Ol11ef hablll•tr. 14011) I flO 324 

Othr1 balancr lohci!t CflaflCjjf!S 61 1]1111 li'!l8) 

C: ac,h pro...tde<l Dy oprr allOnS 1~) l 0!>1 41l 

'""••ling Ac:h'O&t,... 

1n11~tmenl!. ancla<:quo'\.tliCitl~ 1161) ()81) 1181) 

Ciip«61 e"po:mdrf"~ 14811 llt.61 /16-fl 

ln-.rslll efW. proc:eech )Ill )16 111 

C asr. u 'OI!d Dy ~n...rwng aciJ\IIIII'!o IU41 Q111 Plll --- ------
,..,,.,;""9Ac:Uwlllea 
80110.w19S J 4)1 2011 ~82 

Debe rt!p.llyrY!Ct'U ·~ 171) 
(;> 611]1 1616) 

9a•~s •941"'~ '"'-"• ~cx:lo. OJl4101!' P'O< ~~ 4811 

li.-pa~<Cha.,..., o1 r ..... W••ll!• common s~ll (4~) 

'""'"\(~ ol ~·- ... Ptefll<l'ed Stoc:ll , ~so 
tssuencc cl COft'lpanJ·CJtllo9~ rnendDLOrtty re<!H<NOie 

prc-lert~ ~~ ol ~i.tnos <H!I 

0.\lldcnd\pald 11811 t111) ll41J 

Stock •»P'JOn IW'Id dfoltdond rew1WOS!Il>4'f'll plan!. 1~ 106 H 

OthN, prooctpal"f rlf\¥1Cng casu 110 191) 161 

Cll!>h pro~OCIII.'d luMdl by ronenc.ng ecl,...tl,~ IJCX)I 1ll 11MJ 

lnc:rea•• (Dec:reaul In C•"' an4t fCI""'•I-U f671j ~J Sl 

Caoh and Eq.., ... l_ta et ._,...., .. • af ,..,..od- 1tU itJl 200 

C•.r. and [q.,lf•lenta at [lOCI ol P..-IOd- ' ~14 ' 11U I 211 

IAJ ft"~ C..&61.,_. lltiG t.-:.,11..,. Clelt...., ~U .... .t' • ....._.,fti._ It t~,M,f#tfl ··~~ 

......... .,.,...,,.g ,_.,.,., 



Consolidaled Slalement of Shareholders' Equity 
,._.__.,.. ___ 
BALAIIIC( '" O£C(W8[8 l1, till 

Net los~ 

D....oencts on c:o'"mon JIOCI< • $ 35 pel sh.lrr 

Oovodcnds on s.e~ B proftrtod to10elt · Ill 28 P'-'' \Mr(' 

Shares IS\Uitd ~to •IOCit opuon. CJ"'odcnd rt'.,,.. .. .,utlC"IC 

ltnd bcnelil plam 11 ......., !IN<~I 

lJrvl!;)l~eG lOsses on c:~., m.IIBCI ilblc I! (lUCy wwc-;ttn(1ll \ 

Other 

BAl.A.CE Al Of(.(¥8(. 11, liU 

Net~ .. 

Otvdend<, on common woe• · S l6 pc• Y'lotl! 

O....ldcnOs on ~ 8 pt•lerred WOCII " 40 per \Mr<• 

O...df.onl:ls on Sent's C 0. G H .rlC:II prof«rlld \oiOC k 

tl 1!1 po ~repel ,., .. .-I!C11Wt' ltorn 1~ '""~"..,. 

ODlf'\ of , .... ..a~V" I! 

1'>-ntl' ol comn'01 and pt~~rcd slod. Itt the KBLCOM 

and s.-nm• ecquSAIDfto\ 114 liJIIIoon pr!!lerrl!d Vtarfl"> a~ 

2 6 ""6oon C:OfT'I"'IOl !>lllvftl - • 
Is-nee ol prierted '-IDCk In lhe lfOCHUfTO!IhiOII l11~n'IM liOn 

p!.m!II~V\art'~ • ......... .. 
Shale~ o'!o~ p..W_,. 10 gociL opuon. drvldond "'"'veWm«<l 

.tnO bc!<tc.fC i>Y"" (lll rnAan 11\efe~ .. , ., 

Urvoahzl!d loues on c~ martu!ttblr ~·y .,.. ... ~...,IT>('nl~ 
Othcdl 9 million \NI'H ISklt'd) 

Dlvldonds on common sux:k · S 36 per S~Mrt• 

O...odo!nds. on Scttn B PfM""ecl stock · Sl 36 prt Vt.tre 

O...oroos on Se"CS 0. E. f. G. H. l.rlC:I J prrfr,~ ~w. 11 

Sl 7!. per wre 

Oovodcnds on Sene-. M ••chArtgMbiO prelerreo '>l()('k 

1120 INlUYnd ~e\ peii(J lft·k..,dl 

IS!ioUilt1CC ol Cont"'IOl and prefco-rrd Modi In the CVI ac~.,.IIO<l 

4& l mlillnn p<llfcr..c~ u-l!s •no 2 9 INIIOor\ common """"'~' 

~('(lu(IJOO 11 par welue ol CO"'',...., \lOCk •no poe#C!<tr"'l \IOC~ 11t 

r(wuMXI.KJrl wolh !he TBS fr-.acuan 

,.,~-,nee ol common !loiOCir. 11'111\e 

TBS Tran~cuon (11J 4 n•rl•on \t\.111!~1 

Rcr;uch41~ ol T111C! WetnC!f commc.t MOCk (II 4 mrihon \herc~J 

Shales os-wno pur~rc to \lOCk opcoon drw~fl(l rernv"-'Mc.'nl 

anCI bf!nclll p4an!. t• 6 m• oon S~Wl=!l 

UtY4!4olrzcd ga•ts on cer....,.. nwncu.bll! ~...,.'/.,~ 

Oltoe< p 8 mrllrOn YtM~ ,,Wild) 

8AlAIIIC[ -'' OC:Ct¥8[. II, •••• 

14 

lO 
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If.! 
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Notes lo Consolidated Financial State11ents 
1. o-lG~UIIlATIOIII AIID IUIIIIAitY Ot SICIIIfiCANl 

ACCOUNlllfG POI.ICI(S 

0.~•'"- o l .... ._.. 01'1 Octobc!t 10. 1996 T~tr~e Wernl'f 

1nc rT..._ W•-·, the ·conop~~n,.,, accpr«1 ,,. •~~~rnalnlllCjJ 

80'1' tntQrt$t 11'1 lutne~ Broeduselnrjj System. InC rTBS1 t:nM 

• diG liCit alteady own ., mcwe lullr dHcriOed hcl<~ (Noce 21 

A~ a reiUII. olthts lrai'II«IIOI\ •-pat one CQiftpal')l ..,,h 11'11' n- 'ltme Wetttef Ire • rwplececllhe olcspatrnt rnmpMynf 
theY"'- nome ("Old ,_ Wamt:t", now lr.no.ft ... Ttmr Wet""' 

Com,_s. InC 1. MtO ()jd r-w,_ lnd TIS 0«'._ 

\l•pare~e, Whnlly nwncG louct,OMM'\ nf IIIII nnw p.ltrnl r(Jflll)ltlt)' 

("Nr• Time Warner•) Roletencr•. here'" to 'Tome W111rrw;r' (I( lllf' 

·c~,- role< 10 O.S hne wa.~r pnor to f\ctODrr 10 1 ~'JI.o 
and ~C... f I "'C.' W~~trrti!O U'tc•cllltC!t 

l ~ Wtm-.:r l!lo tne .otld ~ lead~ media ..nd clliC'IIatn 

mcttt c onopeny. ~prone"* bu!o~u ao,oct••• t'\ tn cr.-atll 
1100 a•~rr~e Dianotd ll'i'Ot,.,....IIOn ~ f'ftlcrlaonm("nl <Opy 
rtgN\ tlyoughO\JI INt -ld fwne WarN'# ciAntltt'\ "' bu'.ll'lf''"' 

ontct'H" ,.o I~ I~., •• , EtttorUI-. cnnwMong 

P'IOC•~1 ollrUtftl' ll't rec:OICJed ~ 81\a m~ publl~ 

ltl~ cnlff\al,_,., ~ ptGductJorl, '*'-~oon br<NI<1 

CaMong Met*'- peril•: C .. ~ •. COf'IYW.-tg pr"'ttpAIIy 
01 onte<co~ on c.,.~ progr-.-g end~"\ 
It ...en""': PUCJII~. con~ PflnCopeity o1 orurnt' N1 

~alone~~._.. ~r>g.,., 01tec1 rnaBrtong 

and Cab~. CONIWM'Ig ptW~ of ll'lletetll on ceble tetnt..an 

sy"ems A <MpriC)' ofT ... w.,,_ \ ontetM~S ~(*"to<~~''' • 
taontnenl . 1_,.~ potoducUOf\. 1.-v~ br~ at.l""''' ....... 

IIIC'mr J.l"l'll\ a pnrttOn t>4 U .,.e<e~\., cable ll!~v~n 

proqr....,.mong ano:talftlljO'ICJ olte' ,.,..,oWhrt~ •y'!.tcmo; 

llrll I'II'ICIIIVOUQn Ttmt Wa~rtflf [,.et1annrf1! Company l P 

r T WE 'I 1 ~ Wfl/ ntJf ow~ 9f"l!l' 81 •net ""'«eel p.trt,.c.•r -.r>op 

lftll'rt!.,l\111 TW( COn'loi .. "'V ol r• •9"11. 1rl tl'll! prp •aUI pr001.tJ 

c <IIJIIAII·~,.., A Ca,_.n alld feo!oodi.MIIIPqUII '1 Capttai!'Ue..Ou .. 

Captllll'l llnCI I~ ollhe 'loq'IIOI prtOtCy upt'lal 1"~010< 

Cilpolal') aNJ JIJfWOI pro•y CapUI rSeriiC'\ 8 C.~al'i Thr 

tl.'rnAttllf'9 H ~1'16, ..,.._IIG '*"*Wfionteore<,t\ "'!tor 5oeo<tr\ A 

CllptllllliNJ Re""UIII CoiP'Utl oiiW( 1t1t ~by o .,ub,c1o:tty 

of US WEST Inc ru S W[ST"I Tome Warrwot oon nrn 

c~~oltCJate TWE ~ f'erta.n ,.._~ c~tas jlhe 

·E. rMcrt.llfnniiiM( G.-014) "I fat fuwnc:rat ~'"!! putpo~., 

0CC4It.IM Ol Cetlaln Wnc!IG ~\hlp approval ngl>\~ tGIIIlC!d 

10 1Wl \-eillfiCH~t'ablet~o;.,.c-'lo 

•• 

Eeth d I he! bu\NW'n lnteti''I.IS -htn r nlrllltnmct'll. C41rk! 

Nc:IWOIII,, ~~hong and C~ '' tmpotUIOl In m_gc>.....,.l or; 

~'"'" ol.-cttoa\lnq o;twrrw.ICMoo value tnrnugh ~ crl!ahon 
to•&en\IQirl ana 0.\lr>bulonro ol rrc09 ,,,.~ bland\ and COP)I 

''91'C\ Uwougtw.utlhc! --~ Such t. and' aNI copyr'9~l 
tnclude 111 capyrtghled mu'I.IC from rnany nf lhe! workt·, ~.nonq 

IKO'Gtftg "111'1.1<, lhlllt\ plll<'ttl(.folf aood 111\lttbl«cd by o1l1m1ly Of 

f'\I.W..'I'IC'cf IN 1110 la~l' •.uo h 8\ Wltln'M litO\ Uecnrd\. lhl' 

Atlllr\11( ltld f 11-lllll £ ntf'fiii"""'''IC c •'OUJI' and WI" Kit ~ 

_.,..., n•tlr>nal 11Jitwo UlltQ<H' ••rrt ••.rlr•n,.,,. flint, trlr.wt\lflfl ttrld 

an•mJit)MIItbrllllf'\ ul w.,.,.., '''"' ••Ill T H', amJ lr~rk\ 

~UCh 1'\ lhl' ttlnr'lr.y 7unr\ Chlllllllc.-r•. tJ<I/IIIIIIINtd rl'lc 

fltltlf,fOIJf'\. Ill Tl'ol' Wtill:r•t.....-..11 a tMIInnal bt'olldUI\IIng 

I'W'Iwotlt l.turtt hod tro Hill!~., o~n •.• ,._,,.,,on ol I he! W••~• Bin\ 
bt and a no II'\ an ecHiotiOII.III d"trobut.~too• nullr'l 101' tlwo CDiftpeny ~ 

C«*clrc.~t~IJI <hlldrrn \ ca•ti"'IOI\ an(1 t•·~v,...,,. P'<lf.l'&"'"'"~ 

(4) S•• F'-911 the! .. '9'''' '1!()-tallhlol't'tr pa•to 1rpora101 '"tho> 
Unllf'(S Slllll'\ Ill wtw'h IWf own...- •II"W. nl'<f'\1 (!II 1#8dlftg 

cal* 1*'-r\ont'l ~WOI'Io\ ~"'h • ., tiRO. c-,.o• (NN TN! 

~IN f 8S Supeflloll-' 161 ~"It If'!: IIO,O'Io (Oft'WI4Jr>g Of 

lhc! Allanll 8ra_,.'lo- All•nta HA .... > I I) ml!jAitltc!lr_.r>t_ 

SiKJII\ Ttme. ~.-d ~PfWt\ ll:u•tntlftd•M Or~t 

....,~ bt'anc" 11uc:h •"' ,,,_ l.'•lroc a nd Book nf lho Mot!lh 

CluD ana lilT- Wa~N'f t .oble thr '14. ona IAu~c.-'1 QPf'f MOt 

ol ,..,_ ...WV.\IOn ,,.~ rn IIW U S 

,,.,. ~at~ retua' t>4 ,_ WatnN '.,.,IOU'Io bu'loonf'" 

ft-111\ lllf' ptf''W'ftlf'(S ,_,.,n ., ., _, ......... of ftnMW tal 

,....fnrfltllf'i r (NM" I !>I I •< •pt lor .,,.,, uplo\'lol'\ onc,.rrd m 
<onN'C'-'-" hoe W8 NC'I..,.•II r-• Wau-' pr111Cop.1 

~._..,, ... etftl\ go-tie< Ill~ ''9"'hr.a,. ope"~ along oncom~ ana 

Cl'\11 'low l•ntrlltpc'fatloOI" ffWo C •u. Ito.''"'" llf""•lnn\ 

,..,.. alf'tf by .... h ~ ........... " ..... t r ..... IOik'la«JJp 9'1tllltC!f 

,,..., ~~~ npt""al"'9 •ocoo- dooP to yqtWI .tW1I .-mnurM\ ol 

~ 1\h lmo<ltUhOf\ of ""-"9ol>W 1\-\ •eCty\IIGd tn 

... .,.., ACQY>""t0'·~ a<tt....,..o<t ff'rl l.t) tho p .. chaM mo>Crood 

Of ICCD\II"Ctng Jo(tot.:CI\h _,,11/.C_.on t>4 lflloiN,Jt~ e\\l'h 

te<:(JrdiiP<! tly I'""' 'lill•rw< \ l.u""C'"\ tnle<f',.l\ oncludlnojl thi' 

unconwwo.-,,..., Du~.._.,.,,,. .. ., ...... ~~ ,....,. f"le<l""'meftll C.roup. 

lllftni,II"CC J In I 1 II) boiW;n on 19!16 Jl]} lflollottfl If> I 9',;~ 

ana 1181 molloon on 199• 



auoe ot ..._ .. .nut~M> The consolld.llted flftenclolll w.tements o1 

T orne 'Aamcr reflect I~ acquoslbelns ol Sum!Nl C~atJon'!. 

Grr •P- InC rswn~n~t") eftect111t as DIJMy 2. 1~~. ~ BlCOM 
Incorporated ("K8lCOM"I elfect.w. as ol Jully 6. 119!1. 

CaD'*'v•soon !N2USII'- Corpo<aiiOn an0 ,.-~~~tea companors 

rC\11") rtlecuve as of J.,.._,J •. 1!196(CCIIIkiiWCII)'. ttle "Cable 

Acq .. ~oon'!.") and TB~ ef'IKIIW n ol Octab1110. 11116 Ceruon 

reoclassoiiCMIOI"~ have t1een m.ar to lhr p110r Je•r~ l.wncoal 

~tliiCITlf'nts to COliform to !he 1996 pre~t1011 

h••-. or C:•uohdal-..,. Ace_.,.. •• •••-•• Thr 

con!.oiiOIIIcd ilfllii'\Coal StoiU'met'C\ onclude 1(10'11, olthr a\~\ 

loabllliOs. rc..enues. c•PiftSoe'!.. lftComt. lou~ callt now~ "'I 

Tome WarrM:< and al cnmpanoes"' whiCh llll\t Wernet 1\aS 1 

c.ontrolltf'l9 lrOh"9lnle<tW r\1.1Ds1011~1- as If Tome Warner 

M>0 ItS SUD'>10411~S -e 8 "'9lo C~ Sagnll'te:ant lfMet· 

com~any o~~ccounu ancs UW''!..Ktoons oac-n UW COtiWifldiMMI 

compa~s r..ve DC!C!f1 f'llnwlll._., StgnlfiCIInl acCOUf!l\ a!ld 

lran\actoons bet-en lome Wau-mr an(] the [111.,...,_ 

Group are dt~tot.lcl H reUII!d part)' ttanuc t10115 tNoce 1 , 1 

Thl! En~ Gro.~p atiCI .._,.._,., 111 cettaato OCher 

Companoe'!o In~-T- WariWf Nil~..,..~ but 

""""'then • COfllrollng WOIIniJ ..., .... ere IICCCIUfUCS fnr uyng 

Uw: eqlltly IN!ItiOd Undllf lht equl)' IIIOitiOd only f-!Narne< ~ 

~nVC!>lment "'and.,_., 41.- 10 and from the equity onvvw ... • 

•rc onclliO<"d"' ltle cantalllidaced beAinct .,_, oNy r ...... 
W••nl'f., !>hllrr ol V. aw.wee'i ~~~~IWIV' •s oncluded 1nt~ 
< ,.,,...,a,aauld ~~ _.~ a'ld on" the diMdllnl:lt. cuh 
dr'>tflbuloom., k»~ or ex._ caY> •PC ,.,vlld f<Oitt '"" .,,..,.uoc-. """''· 
a,..y addotoonal cnh -~\ lOan repayrnonu. Cit UlhOI' ulh 

p.;uCito INl ,_,!Uee -lftCiudrCI ortl~ conW)II(Iated caw.~~ 

tnvtstlftei'MS"' c~., wnocr. flf'llt Warner~,. t'l(l( 

l'lavl' the! controlling lllle<~W 01 an ownttf\IVC) •net voCtr.q 1nte<t'll 

'$lJ ,.,9' •s to o•ett <WgreiiC.ant ll"iilJeflc:.e •r~ .cro•J'•r.<'l lnr et 

11\llf._~ value of !toe nwesun.nl'!o lilt publiCly trant'd .net thrrr '"~' 

,..o '~''-'lc ·~rtetoans.. 01 at ("OSf II Ule ~ole po.tJ'tCiy·traQI"d 

"'"""'"'.,,.. '' •f'lrll(.tecl or ol ~~,,.. __ ,."not publol:ty 

1••<1r<1 LJ""'•~zod ~'and 10'~' on ~~~~~tncn(~ acc(.ul'l{l!<l 

ro• a1 mo•ILcl value are "ffi"'od fW!t ol tae ., 8CUJfiiLIIatno 

dc!focol unul ti"Kl•nweu,_. ~ JoOid at ..,,ICh tome tr. raalll'"' 

•• 

1}&1"' ()lien~'' .ocluOed "'one om. Ortollf'...,\ lind r'!lho • 

CltSI~ ol t'lllfWI9~ frOft'l bottl matlleoot 11 ...... ..-vJ Ct~l 

~ht)d tnvt'\1~\ arr or.cluOed., lli'iCDrnl' _.,.. Oo'l'la<f'G 

The efl«l ol any Chaf\9et.., ,_War.,...., •--S"'P 
onterc:-s.t5 reWJ~t~ from thets.s.~nct ol f'Qu<ty cap•t.at by 

con'WliiCI•tC!'CI suD~..,...,, 01 t~y on..e'!otM\ to un.;,llol.oMM 

pen,.," lnCiuCIOd on ""'ome 

'••'I" c .. , • ...,, Tne ft,.nc.al powc.nn .lin(] opo-•¥•"") •o•ow.lt~ 

ol \Ub'-lanually ollll lor.,.qn optWatoOI\t. .,., con"l>lod•IM '"""'<~11M' 

tor. at (UTicncy •""" lunctoon.t c"n"'cy Local r urrcnc y .,....,, 

and loabohho\ 11re lf8f1Siawd allhe re1es ol ,..( holflqt' on the' 

bejan('lt ~~ ISMC!. and InC II CUI'tl!n('y revOilt~r\ lnc:l•'lpc!fl'l.l'\ 

lttrtran\1811'1:1111 a .. or891' ••tel ol r•r"'-"':,1! d"""J 111• peuod 

Rc<.ulofl9 tr.,..!!>l.tltOn CJII'"'' or lo~- •'-0'1 hllwr• nul r-n 

"''llt!fllll err on(luded on IICCumua.teo O<'IOC.ol f OIC!O(,jn CUO'reotoe 'f 

llan!I.XIIOI'IIjjll""' ...a lo'!o~. wflell neve noc ~en """"'Nil 
~e lf'IC ludN:I on oprf alft~J rewl' 

Uae ef (al ..... tea The prepar...., ollon•nc:rftl \llllt'mrnt~ '" 

COilfornMy Mitt genet lily .c:upteCI accnunto"'ij pnncoplo.\ 

roqu.re~o ~,.._,.. 10 meke e.CMI•el end •uumphclon\ !hac 

afle-ct t~ ~' repnrte(ltn !he tltlantill ~· •meru •nd fOOl 

IOOCf'~ ther~o A< It Ill ••~"' c:OlACI dllfr.r ffOn, lho1.c! r\tomall'' 

~ICIInt "'llmatM ,__ ifllhe p•epetato()n ol the 

8CtompeftJI"';; < ..nsolwlelll!'l) r-. .. 1 'l.t81CI'III'nl'l. lnUuoln 

~,.,.., fQrece.,l ol antiCtplllcd rc~r·ue~ lrom thlt sa~ rrf 

futute aod cuo\1"'9 ~and ~-retetod prci(IU<;". "' 
_.II 8\ from \I'M• <Jt~rlbult_, ollheiiiiCel er>CIICic.'lll\llllljJI'(Jrluct 

111 I"CJIJI I() rvehiiiiO lM OlllllnAil" IOCtJvl'<llboitly ol M ( r ... ll~\ 

rocoov~. lolm .,..,oniDI'Y lnCI el'lo\1 rltU:I .tulhnt aolv••• ,., 

•«flfded n 1\vt\ on the' <.on~eci'CI Dal11nr r \I'M·N ,_ccount\ 

rf'('rlvllbk"\ llnc'l'*\ 111 lhl! (tlu•,l( • ..., pui)I11J'Itfl9 IOdU\IIM!\ G\ 

IIOftl1 "' \;'lk'' "' ttome .. ocs.o prod~t on the ,..,.,od ""''' llorwn-

11\dU'I.t't ·IIC .. lbfe<IIO Clftl~\ 1"191"11\ IO •l'ttJO l 161\0id It~\ 

Mltn1191'~,. Pf''.:li'.IICIIIY , .... .,..., \UCI'I n\lltnllle'!o 111111 • 1\ 

re.a\onebfy po\W)Io lnM mlf\1~1 \ U\0\\,...nc ol rec:ovor 

ilbohly ol OI"C®rll"' rl'(;t!lllaDIO\. ~I 111ft,\ lind ll'lrVI'UOI'I 

P''"·U( 1 111v1 ""''..,.,..111'11\l aNll luthOf ea.,.,...,.., ma~ rhar1qc 

~~ttl Of1 ft( ,~.,.tl rtt~' •nl1 otl'trcJof '~tor~ 



··--· ... c.... , ...... nee:~ po111011 ot ~kl 
s.Ub\Ctlpllons os defetrecl untllmeg.l~ 11e ~IN411'1!d to 

sutJKrobe<s Upon eectl Cletnre<y. 1 ptoportiOIIMit !.hare or 

u-e gron !lub\Cnpt~Dn price " 1ntiUI1ed ., r~\ 

.._,.Qt.,S ol m8Q8llneS. boolls. cnVItMo 1nd compll<;t 

<11~~ .,. :o.tMed •t the! 10- ol c'"' or e .. tlmlli!d •e•k.,.h"" 

value Cost IS aeccrmtned IIStnq fwst-•n. '""·out. last 1n 

,,,.,, out. and avera~ COY methods lo accordance 1111th 

tndUWry practoce. cen..,.. proouch ISIICI'I n ,...,.z-s booh 
I'IOmr vldc!oc.a~~ue,. compKt 01\<S and cane«c~J••t· \Old 

to customers With the •~Qiw to retUtn ~~ 1ems Mevo:nuc'S 

from such s.aln re~ gron ~ leu 1 provtS~Dn lor IUIIU'e 

returns Returned 9ooGs one~ irt ll'lveniOI 7 err v•lued 11 

rsttm.at~ •caltllb6e v...,. OUt 1101. rn e.cn• ol cost 

I f'e«ure lilm\ 111e prOduCed 01 KCJII'~ for lnCiel ~"•hlb•t~<)fl 

'" 1ho11te ~ roao.ec~ b., OIWIIbuiiiDft "' t~ ._ video. ~J 
C lb6e, ~.SIC Cable. b<OMk.ast netWOtti anc:l SJ"dC: MeG 1~\IOft 

martoets GcneriiJ. <MUc.aiiDft 10 the! t'-t>eal, homr vodoffi 

al'llf PIJJ ub6e M.arlle«s. ..,_ pnmary market II " pnnc.~pelly 

cornJMte<IWIIIWI eighleeft ~ ol naat ret ne ana tNre 

afU!f """" re~l to.diMIIbutiC¥1 to ChCI MSOC ceble. briWidc•W 

net'IOIIQI• 1·nd syndiCM.ecl....,vosaon m"llets (IM !>KOnder., 

marlt.t't'l The!llnC .. ~~Ill tiiCO?ftll*l IS \t>e filmS are 

Ul'lltltto-d Home vidMI ,_,.,,less apt- lOt tetUtn\ ero 

recCJ911treG .._n the hOrne ~ 1re ~ a..,.,_., lrom the 

ti1S.Wbut10n ol lheiUIC., prOdUCt to c.cte. booeckaM I'MIII..orll 

an<J sy'l<I!C&t~d ,.,.,..,._ market5 ••• •ocovnorl!d """en,,., 

lllrn~ •·~ avatlabeP to t*'ta\1 

rM-,.s.on 111m~ tnd wnes 111e ll'lltlally produCMS lor tftl! 

<lC'IWOtkS Of'"" '"" '*""-SJftCJ"l.4Kt011 Cti'M! P' ...... ,. miiiiLrl'l 

•nO may be \UOwquen&Jy IM:.~ to IOIC!II}M or dOmr.,IIC caD .. 

olnd syndc:ataGt~nwr114!1s lttwo wcondat) rnarkf't'>l 

W~~ lt(lltl tPIIt ~ d IMC!.r~IOII prOOuct llfl' 

•cc:Ofj,.fed -.eo tht 111M\ or Wfte~ ••~ .avlllabit' to telec:UI 

CICCipt IO< Darter 19'"""~ lllf>eft' IJ\e rec~nttiiDft 01 te¥f'f1Uf' 

•'> dl!ferrea until 1~ re~eteo .ove"•~mcrns ar11 oxhobllt'd 

l~een!.e •9'~ for the t<eii'CI'M Olli'M!IIr.-.111 and t~if'W'I ­

~·oo product in tPIIt cab6e. UOIOIIGCa~tnntwork ~ syr~tlrCIIeG 

tCIC'YI~IOfl merkets lite r'O\.I"*J' entr.red rnto _.. on ecrvence o1 

1'- avellatllo date lor ldllca" . .t!ICn ·~ ']Cifoerllly omr.rm1ne-<1 

tly I'll! ltlleea\1 ptovrl~ gra,.ea url(Jer PfCVIOU\ loccon'\C 

aogreemenu Aetordi"''I'Y· ,,_...ate "9"1f•cant (OIItracWattwJhl' 

10 rM:r.lvtl r ''"end blrter upon wtwn revf'IIUI'\ will rw:~t be 

r.-cCMOJnlll'tl unlll \uc.tl ptOohKI IS aylfl.tbifo for IGWII'I und ... 

the '""''IK't~t '"""' nl1t,. rorutl'd ltrrrr'"' -veenu•nt Sur h 

CCW'II'8CI .... ri(Jtl\ .. 101 -"'Ch ~-~~ 1101 yc'l II!COgn&/lbie" 

relorreG toes "barlll09 • EJcludonQ ~''""'9 b•ttl'! contract' 

blcllllo9 or t.,. rf'('•Pilly acq~l!d '""' PfntluctJon comPftnll'~ 

nl T8S .amoui'CeG to epptO.Ilfl\all'ly 1}90 rnrfloOIIIC 

Dc>c~ )I HiJ96 IIIW'U0onv amou,.\ trt•llnc;J IO 11M! IIC(}Il'>•'l(J 

ol 111m prOduct to fMne WMneo s ceblr tl'ioe~rt~onn nt:t'OOIO'h or 

IPp•noii!'Uttely 1110 m6onl 

IIWIIf'IIO<~ oiiPIItllttC: .. and tl!lf'¥1\110111 ptocJUCt 4111' \(llll'd 

It 11>1: _,_, nl ltnOt11liPO CCI'W or t1l't lt'IIIII&ble Vllluf- Cn:\1 

roc~ carect productiiDft...., ecqur\otoo" co\l'!o p<'nductoon 

ovt'ri'M!Id end cap.tallleG ftC!IC!\1 A pot110t\ ol the cost to 

Kquore TBS 1t1 11ft6 wu aloclted 10 o(\ ti'M!IItocellnd tet.vr'WOA 

product. lftCiudlniJ 10 .alirKiliOn 10 IJU'Cf!Ue<l progr•m ''9hl~ 

C'i.ocn u the him ll"'d .,.,..._, llbro'ltll'\ ol 1-fenna·BIIrbv•• Inc. 

•n(l lul'l- (nterl- Co thP lefiN o1 wtwc""" lu<l<'~ rt.r. 

Iarmer '*"end U11ev1saon IIW-S 1)1 Meuo GOiowyn-W.yer. tnc 

1nd RKO Pictl60,, Inc )and prDiducllhat ~ boen uNbotN 

e! loaM QnCe lf'lel -~~ rllb'at}1 ThCillbrery '' lmet'IUcS 

on • st• ~-line be~'- twenay yelt'!o lndtwodull film., 1nd 

.,.,_.,ere amotlll(!d, and IN r~ I'*IK•p41110n1. .-nd 

resld...,s -Kf'LII"CC. baW!d on t~ .. ·nportoon lhlt c ~~tre 1 

•l'vt'nucs fr01111Nt ,..., 01 ~ t:w.ar to en c\Umrtll' ollO(.al 

revi!OUI!!o lntiC~p~tt'd lr0111 II lfteriLcn l ttese t''!olll'nelc\ arl' 

revo~ peo10C21CeUy and lOs"" If I"J. 1rr. provodo!od on lull 

C::ur•l'ftl lim lftlrM'IIOr~ -lude t~ un.arnortttrd c o~l of 

compll•tftd huMure fMrttr. elloc: 11110 to'"' pumor~ m11rkt't\. 

trii'Yrsoon folms lind -~ rn produftoon pur .uent to" conlrect 

ot MI.•. 111m "9'-!o erqt,lfcd lor IPI!t hnme v!OI'O m11r kel and 

IKIV.at>CI'S puriUII!t to at,jfMffti,.S Co ..li'!oltii)UI4' thlld petty fotrn~ 

1n ~~~ pr~m.,y rnerkct\ Nonc:~~t<ll!nl 111m orovnrotnlll'~ oncluoc 

lhC' U!1ilm0ttlle<l C'Co~ nl COIT1pic>t~ theOIIIC' .11 Gild ICIC'VI\I()t\ 

111m\ IIIIOC.lleG to the !ookond.ary m•tk~\ ll•'ttlltetll """s 111 

poOdU1' 11011 nna lhf' lob<lfJ 



A ~'9"'fiC'Int potll<lfl ot C.ok' sy\ll'm arlO catllr 

P'09'am'"in9 revrnut'\ .,e or:r~ lrn~t~ 'ulncrlbN ll!f"~ and 

advcrtr!>lng Sut~Krobef foes arto ti!Cntdi!Cl n rc'IICoUC ro th<' 

pc:riOG tl'le !oelrvrcc r'S P'Oorlded and ac:tvcmr~ rHcmur~ are 

rc<09no1cd 10 the pcttiO(J ,,.... tl'le .tdverus~nts 81C erhoblted 

Jr,c cost ol ''9"1' to exhlboe feetute hlrM lind Dlnrt poog<llmi"'II"J 

on the c anio netiiWOI'k 5o dl.lrlnljl ClOt' 0t mnr f' lllfOIIIIbllll y peiiOd" 

Cpoogrammrnv c~~ "J generally rs rccMdeO wne,, the 

P'Q9'art~monQr" KltUaly avOdllllc lor uhlbtii(Jirl. and,., alloclltrd 

co the apc>•optliJIC av~y P'!'IOCI~ lind emorutec:l a\ th~ 

progra'""'ong rs erhlblttd 

.-.. .. rtl•lnt In 1ccordonce .. ,, r """'1111 Accounur~ Stllnde•d!t 

8oerd ("FASB"J SUIII",..... No !)J. "financral Rep'"'""i' by 

Produc:err. and Oostr~DUtors o1 Mol..on Prct~e flirtl~.· AdverU~ing 

costs for thcacrteal and toie-IIYOII pooduct are c.aprloklecJ .-nd 

ll'nOltrted 'her I."<! r~otl revenue itte.,.s 111 each m~ttllet tw 

'lllhoell such costs 811! .,.enae<J to OC!N"flt. -.llleh QC"""''IIY dol's 

nc1t e•ceea three monchs OtiiM advl'rm;rnv cows.," r•pc:n~ 
o1pon the,,., oahlbr\lon oltroo .,.,u~. o•cope 101 coriMn 

duc<t re!tpon!oe! ed~. for -.ch me r.o'ts Ill uJ)flallled 

ana amor111"d over lhe rapcoctcd pc!I'IOO oiiUiure berrt'fns 

Oirect-tespon!oe ad-...o\1""!1 prlncrpally c on.,.su ol proauct 

ptornot!Of>ll l m11111~r.. broecJcaw .o.tert•~·"~· caca1o9' 811<1 Diller 

ptornoU<ll•·•' Co\1\ ll'lCurred In lhr Comp~toy's dlfi!Ct markdfl'll 

bu~!>c!> Dele<ri!G ectver\ISJnc;l cmt!> a•e ge~Mtrally amorhted 

o"er P'!flodS ol up to three J981~ SUI:I~ to thr prDmDIIOflel 

evcnr u\rng 'llorghl-ltne or ~cl!ll!fall!a mellwxts.. With 11 

s•gflthcet)C pnrt1011 CJI \UCh co~1~ amorUied oo u•al..a MOnll'l\ or 

lr<.!t Orlc-rri!G aaven•w.;) CC'\I'\ lor ftttW Warn« lllriQunU"d ·tO 

Sll7 m~llon ano S Ul!> molhofl at Ollcrm()er 31 1!196\and 199!> 

•er.pectrvely l<dl;ef\1\"'9 ~apen!ioe. exclucJing tftl!ltriCIII 

and tcM:vrSIOil P'odUCt. arftOI<nled to S 1 0!>0 tllllron irl 1996 

Sl o• 5 britton ... 1 qg!) and s u 1 million .. 1 !;94 

Caah • .,, [.,hral-ta Catoheq .. v*nl!> CM!ol~ ol commP.teiDI 

pape< ana ot~r rov~~~ thlr ore rc:edlly cono.r..ul*t onto 

catoh. ano ~w~o.,. o<WJU'IIII mat""""" olthrce n'10nll1& or ~s 

Noncurrrot ca,.. lnd eq ... valan"' 81 OPcc:mbcr 31, I !196 CO< w..t 

o1 arnounl!t nero on ~row lor ~po..es oil~ ci!IUI, 

p<elerrad Ollldl!nd roqurc:-·u !NOlO 7) Noncutrenl USh ll>d 

eQUNaleniS at Ollcemtlrr )1. 1MS cONlst ol ~ ptOCeocl' 

rece,..,ed from the o~s1.11nce ol Pref••crd Tru!.l Sec~~'> 111 

OllcOI'tll:ICr 180!.. ,...I( to...,.~ In' lha redcl~ tJII'-

8 1!>"- ( (>flVO .. Uille OICx'IIHr(("~., lnDru~ ,, .. r-.Dies 6 ana II 

•• 

~..._.,,. ~~-~ ,.,.,_ ... l'>ollpC'f1y. plene and equrprnP.nt 

arc \liKed at COY AdOtl- to Cllblfo P'Ope<1:f. planl """'e(lOJtp· 

mon1 qcnl!f.uty tnciOJdl! nurtl'flal, ..on< cwerl'lead and rontrte.,t 

Dcpri!CII~II , .. ptOVt(Je(J IJCnl!l.ally On lhe \tratghl·hM method 

owe< uW!fulllwn 'IW'9"'9 up to thirty ye-ar\ lo- ~~~sand 

•"'P'_,.,.s 11nd up co llfiC"CII ye-ar\ lor lutM~e. hll.ures. 

Cl\1:111! lell!vr\IOn I'QUrpntP.Of lind oii'W"r ~QOJtpmt;nt Property, 

~ 11"' ana f'QU•pmerot c on~~•:. d 

0.:-11 ~ ,. , .. ~ ------ -
lMid 8nd IUdlrw,ro • 114 s 4)1 

c ~ """"'KH:Jn C!ClUipml'.flt 711 361 

f urmtu•c: n., .. ~, o)r>(1 

OII'ICt rqu.prnenl 1.337 1.1116 

un 1.11. 

l cu accumulrMotl df!P'ecrauon CUM_ll __ 111681 
lotnl s 1.9116 S 1. Hi 

llfC!CtiWco J11nu.,y 1. 11196. J~me w,,,.., ad<optocl FASH 

~t•t•IN!ot No 121. "ACCOU'IIIn!l lor ,,.,mpaor_ ollong 

Ll"'ld A'wt' And lor lOI'Ij·ltwod A net\ to 8o Dt'poVd or· 
("I A~ 111"1. OllhKh t'\tabtl\hcd ll..S.ra~ fo< liM! reCOQillloon 

af'ld tnl!a\Ut~etll d ""PIW-IcWw•' on long llvocl n~' 

and certalllrrrllnq•tllr aneu Tllr 1110< pronol· FAS 121 Clllll nne 

hawtt • mrMI!<utlr~tlccl on hrne ·waroe•''> hrl.lncral slal_nt,. 

lnl•"tllllle Auela A\ 11 crutor 1no dr"rtbutor d ~anoetJ 

onlormation arid,.....,,_, ropyr'9hl\. '"""' Warnrr ""~ 11 

~ocant at...r 9'0o0rltl9•,_.,. ol inUifl9'b'D anat\. ncludll"ii 

gOOdWill c.Oie teii!YtiiOfl an4 s.poru lrarte'"'!leS musac till 

Iogue\. CQI1'racts 8l'd copyrl9flt5o. eoc:1 ocher copyrogt1led PfC.cl 

ucts and V~Kk'rn8llr' In ICC<Wdance •• gt'nl"fiiHy VCqMed 

IKCO....,hnc;J il' InC tploes. lillie W11r n('}f doc'\ nclt r« r>CjlnllC' I~ IIIII 

vll4uc d ~ntr•oally·~raceo .,.a~rtlk! as~s Co''' WEurrtd 

10 (rf'~lf' II>CJ p<OdUCII copyt'9Nocl product. SUC:II asleMIIIC 

lrlm,. tolrvl\1(111 \MilO\ •nd compact di\C\, a.re Q•,..,.ally ott~ he< 

eapen\c-d n rnc .. red. 01 c..,.Calrled u tanQ•~ as'loels ~~ 1fo 

the caso nl CA\11 adlltanCII!\ .-nd itlVQI'IIOfll~ p<odu<"l roY~ 

Howrvc:<. accourllo09 •acogr•uarH\ noc QNI!n to ant ".rroas1~ 

DS '-4!1 ~IIIYe !hal rftll'f be aSioOCIBtod ""Ill thtl C olleCIJOi\ r}l lhcl 

undefl)lrng cl'pyrrqhltd mat•ral o\Odol-*ly. c~ts oncur•ed to 

create Ot eatnrNJbfllf!~ ""'" n m~al•nl' ••Its and M-w ( at>w 
~IIWOI'In..IJCIII!<ftlly II!~ lflto."8,_ O~C'I an ,.1\fi......O cjr .. ol(lp 

IIOOnl perooelalld •<II IKCM)I"iled ... a llldiK 11<•1 11/on<C""II ·~ 

lo<. .. rad. -'* .,,) cotte~ brand waluc (tel4od "'I'I(Jl 



•<-Cnqnotcd a~ an ontoJngoblc a'\"C( rn '"" r::oo'>OIICialt:"d bnlancl' 

•.hp~t On 1hc u,t)(>r han<! mtangrblc 3\">>'t<, ocqurrra m tlu~rnr'o<. 

CC>ITibor lllf)n~ olCCOUI'I\N:I 101 by ltW purcl\ll~l! mel.h()(l ol 

1KC0Uo•>ll'l(j ill!' capll.ahtcc:land llmOfUZM O'WCf Uloll clpcclcc:l 

u;clul !ole a~ a nonca~h chllrg~ &gllrn<,l future r6Lft~ ol 

~·at ron•. Ace orarngly, tl'le onta"9rbir a5osct~ repotte<:l on u..­
con.,oli!lalcc:l bl!l<>ncc 5ohect do n« reflect the ,_ value ol lrrne 

Warner's onu:rnally·gent'l'ated lnta"QibiC! auets. bu. rather are 

hmrtf'd to rlllJJrlQrbk' a'!.~~ re<,ultrJWil lrnm Cl'nl•rn ICQUt<,IIJOm. 

rn w11rch the co '!.I olthe ecqurrr.d compan~t>!. I!ICIM!dl!d the fair 

11ah.H~ ollllelr t11ngrD1C a~<,cts at the ume olecqulwhon 

frml' ""arne< 11m0<111" ~OoCwoll and Spott5 franchi-.e'!. O\tCr 

J>Prtoas up to lOtty year~ USII"'(} the 5115+9"'-·lrrre mothOd Cable 

H.'I<'YI\1(11"1 lll!I>CI"rr'I.C'> m~ C.IUII091Je'!., ConltiiCI\ !It'd CDp~· 

uQhls. ancl ot~ •ntanc;Jible auets are amornzed ovm period' 

up to '"""'"Y years u~.rog lhe Will9ht·lone moth• In 1ii6, 11!1S 
.'lncl19514. arnor~<lBIIOfl ofgoodw~ •~M to S2~ rrtlllroo. 

S 1 7 S mrl~on ancl ~ 158 mllloon. rMpccUirC!'Iy; lmortrloltlon ol 

mu.,IC copyrog'- ~. ll'tl~l~ ·contract'!. !It'd record cM~!'> 

amount('(~ to S13l rnrleoo. S118 miiiOn and 5115 mlloOn. re~· 

uvely: amortrtatrorr ol cable teevr~ and sports lranchr~s 

amountO<Ito S212 m6on n 1996 and U2 mdloon 1t1 199~ and 

amortrZBIICII"' of Ol.l'c ~ ~~~~s amoo,.cd to 187 miiiiOI'l. 

S4J m•Uron and S3l malron. re~trvely. Accunu . .llate<:l 

amortrliliiCII"' ol rnlli"'C}}t* n~~ at Doc~ 31. 1 iifo and 

19!/S amountM 10 ~1 4 S2 bollron and S l 84 5 Dlfl1011, ro~pecllvciy 

T rrn<• W.1r0<>r '>l!p.l'llll'iy rrv....,..., ttl£' <;111')'109 ¥111ur. ol 

a< quorOO rnt.vog.l>ll! asWt~ IOf each acq...,ed Of\UI ~ oo a quartorly 

b3!J~ to d~termtnl! ~ ¥1 irnpaM"mrn! I'N)' eKIY TrrrM! 

...,. dl r>er c oosrde<~ rl:'ll!v ant c.'!.h lloo1w llflod prufrtabrlrt y lniQnniiiiCII"'. 

oriCiudong e.,t,miiiM ~~~ opa<llri"'CCO ro• •A$, troocJs IJriCI othar 

av:ulaolr onlormauon, n a\~1.1"9 whatner tno C81T)'Inc;J value 

of ontangrble 8'!.~~ c:.-. be ll!t.OIICfed Upon a de<ormrnat10111h81 

lhfo carry109 value ol1nuongrblre a..!oel:<, *'" n« be rocovcrcc:l hom 

II.,. undlo;couou:(l f!Aurr Cd'!.h rtow\ of 11111! KQU!tDC! Dusri'IC~'!.. 

InC C<l'')''"'.i val~ ol ~11 rrcat'191bk' I!.WI'!. MlUid be COI'I!i.l~~ 

rmpaorN:I and wrlll)(o -ecluccd b~ a Chllll}f! to opero!ronc, m the 

:~mnunl of the rmpaurrncl'l: Ni rmpllrrmcl'l: Cha19f!rS mcpo;ured 

<l\ all)' dl'IIC!Cotyrn estrmaU!'d 01' ot.ntcd hAU'I' ca!oh flowj, 

ollhl' acquorcc:l bu!olneU to rocovor tho CII')'I"Q value rclale<:l 

IO l~ ll>l8"9lbl(o B5'>els 

•• 

Inc- f•••• ln<omr t"lr.!.arr• provldr.d ""'"911"' lla~ty 

IIW'!hod P'<''•<'lbl'<l hy IA<,H 5tai1'1Tl<'nl No 10!1. 'A< ruulllong 

lor II>COIJM' r.,. .... - U,..,..r lht• ~rlllllrty nu~thod. dr:'lctr<•d rnC<lflli' 

\I)Oe'lo rellox 1 I'll (Ill< ylor'word~ olnd th .. I"ICI loll plfocu ol 

l<'mporary drlll'lf'<.:r>'> bc!1WN"fllhf: cnrrytng 81'100111. of 8~\CI., 

lind lr&btlrut's IOf fonancral !.latoml'nl and rncoml' till pu<po'>l!s. 

a\ dc'tl'lmrned uncle< NvoctM tao laW!. ano rnu:-. lhf: lrnancr.tl 

Offoct ol changec, rn till Ia...,., 01 ra!ll!.l'i acco.uroted lo• n the 

p<'t!Od 0/ l'n IIC I mr• nl 

Rr.ahlatrooo ol 1"111"11!1 f'PClfiiUI'l(j lo-.o; 111rld tn!lr<lrrM!llllrU 

crcdrl carrylrJtW,lrct~ "'hCI'l ~~~ acq~o~rcd 111 acqur'l.rt1011<,. a•11 

!ICCOL611M fill ol .. i1 r('(lu<"IJJ!l of 1iJOOdW111 

Thee- p<rrocrpal oprr111rnnc, olt,_, [nlertaonnw.nt Gmup .,., 

CondUClt'IJ lly p.'lfln1'1Ywp\ ln(.o~ 1.111 eiPf'U"f! lllC ludC~ 1111 

1ncomo taoo\ •t'latcd to T1mf! Warrror ~ auocablo \h/lrll of 

p11r1rlCI~hp •ncnrnc and rl\ oq ... ty "'tho IIIComO ta• o•po!n'l.e 

of COfpotatll \UD50d .. (IC'Io olthcc- p8rtl"'((f .. hlp\ 

It-• Opt>- In acr:o•d•ocll *"h AccO'.Jnl•"9 p,.,., ~ Ba.•d 

~0100 No 2~. "Al:counung 101 Stock In Led tn E mpi!J)'IIe\" 

(" APB i'S "j, c:ompcn-..11100 CO'!.I Ia ~lOCk opliOI'l'> I'> IOCOCJOolM 

rn rocomc ba\C!Cl on 11M:' l'•ccs ... 11 any. ol '"" quotO<I m.,.,llt 

pr-.co olthe :o>tock ill 11M:' gr llfll dntr: olthfo aw11rd or uther 

rrM!II"llrernera dlllr Owl'l lhf: amourc an c:mr>loyre mu<,l PI'Y to 

acqu.re (he -.lOCI< lilt! t.oii<CIWI p<OCO 10' ~lOCk Ophn1'11o g;'-"tod 

to employe<!'> !'QUill'> or l'MCI't'<l~ t"tr 1111< rnnrkN value ol Trmc 

W<l/111'' co'""'"'' <,ttXIr. .at ttl£' d11lr crl yr11nt. lhcrrb~ r~\uh.lng 

rn no rP.cogr,,;,on ol c~l""""•horo eopcn'>r lly l•mo W11<no:-r 

Lo.t ''"" c:- ~._. lou P<'' common '>h11rl' rc, l>a~ 

upon lhcc-IMlt lo>.'> aj.>pl•ublo to comm<Jn 'loi'>atc'!. llhf'r p<alotred 

diVIOOnd rf!qLIII'mNII'• and upon lh' WCighled IIV(;fi'UJi; ol 

com moo '"'Ill"" our.,,,,r>d1"9 dur •ng I he perM"><.I T toe c oovr•-..on 

ol ~ urrhe~ cn11vertrDil' rnlo common ~lock and the I'III<Ct~e of 

~lOCk opuon~ were n« a~'o~M 1n thr calculat.rm~ ollo~s per 

corniTlOil '>hllf(' bro<:auv. lhr ~lr.<:l would hlllll' br-en llnbdrlultlr'<" 



J . MIE!iG.£R~ AIIID ACQUI$1JJOIIIS 

TBI Treftwction On OctOOCf 10. 1996. Now Tome warnc< 

¥QUired the tcmal111fl9 80'111. lfWerestln T6S (1'101 WI~ rmlalrUcly 

OWnccl by Old T1me Warner Rhe "TBS TrenYCUon") Ar, pari ol 

thr transachon. e.cn ol <l'd Time Warner and T6S Dec &me 

scpc~rato . whOlly owned !>Ub~s. ol N- Time Warner whiel'l 

comtwws. lor r~nane .. l repcr11ng purpcKM, U. COil!WllidaUtd net 

ns.cts and oporatong rct~s of Old Trme Warner al"'d TBS (.ch 

rss.ueo ancl ~ iharct ole.ch clau o1 c.pllals.roc• o1 

Olcl Tirno Warner was conwertecr men one '!lh.we ol a !lubslllnU.nlly 

odot'nuul C'-U o1 ca.puol "oca olloi- Tome w.,__ 
In connectiOn w1lh !he TBS Tr1111s.acUon. New l"lme wan10t 

I!.S,UOO (i) lj)ptOIUin.llo!J 1 7).4 INIIon W\et'H Ql COITIMOI1 YOCk 

(rncluarng ~ 6 rnillaon s.PlarK ala special cLu~ ol non­

redeemable common sloclr. hiiVVIg 1/lOOih ala vorc pt~r share 

C»1 c~a1n llfruted manets rLMCN-\1 Clan Common Sloclt") 

to elfrhatss. olliDerty Media CatporatiOn ("LMC1. 1 !lub'>~cllary 

ol Tcle-C_ommulliUIIIOns. lnc .).lll e•cMnge tor r.nerr:o. ol TBS 

Cllprtal stock oVId ((G apptoa.ma~.ety 14 m.nion !.lock opuorn 

IO replace arll OUlS(andong T8S K0CJr opfiOt!S Ill MJ<J1110n. New 

Trmc Warner agreed to IUut IC LMC ll"'d ru atfllat!H 11 a Later 

dlate an add•OONI rowe maon ~M o1 LMCN·V Clllu common 

StOCk ilnd J61 rnrlllon ol cOMidetiUQf\ peyablu. el the eteCIIOO 

ol New Time Warner. tn cun 01 eddlltonaJ !.hare~ or LMC N. v 
Cia~!> Common Slocll Ttnaddllronel con!!Odete!lon ... u br. 

IUuecl purwtN v; ~· !.epa;BU! optoon and non-compeullon 

iiQII'eiTll!nt ltwl WIL l>rttriOe. I New Time Wartter ~xerc1~ 11!. 

opoon. for 1 subsicllory of LMC to prcMde c~ uteUIIe uplrf* 

and distnbuuon wth11Ce~ for W185. e bto.edcast telcrwt51on 

s.t4t1101lowfled by TW;. • a IS CO/l~eclto" copyrrghl · pa•1. 

Ub'c! tolcvrsiOtl pt(lo)'Bnwrwn4} VMtt N- Trmo WartJI!r hU 

also fuuy a'lCI ....:on::l uon.lly !,jUiliiii.&MKI all o1 TBS's and Old 

Time Warncn 0Ubl.4•ldlng publicly tr~ 1116c0ti!'Clness. ""''rch 

amoUI'ltC!'d to S 1 030 Oiilon and 17 7~• b41hon. re-.p<.-c.tJvr.ly 

at Occf'nrtN" l 1 1 i'i6 

hoc T B:. Transacuon was. KCountcCI fOt Dy the purcha'l.o 

metllOCl olaccounu~ 101 DY~s~ COfflbln&IIOO!t accordrroqly. 

tnt' c:o:.lto acQulfe TBS ol appto•rm.,,ely J6 2 brlhoo wu 
ptehrnofljlrrly alloc atC!'d to the net au.Ots. ecqu11ec1111 poopo<tien 

to CSIOTIIIII!S of tnetr resJ;. .. -clr~te fall values ~~~ follows · 

guOdMII l& 7.t(j btoiiiOfl o!her curront 81\0 nr~<Kurtoml a'~u 

Sl 80& b~llon : loog-trrm ClrDt · S2 76~ btlhon ocll!fr~ 

tncome tne-. -$189 nult 'ln. lnd Olhef currer11 11nd n(Jncurrcnt 

llilbll·lt'~. $1 "1 ti tltllron 

.. 

Cable Tl' •nuc U10on On Jlllll.lll')' • . 1996 . f 1me W11rncr <Kquor«< 

CVI -.t.::ro o.>ed Cllbl<' lt'lev"'oon '>Y'll:ms ~'~~"'9 apprnu•11at~y 

1 l m11111n !oUbv.nbc't\. rn r.xc.lwr".l" lor tho t'\W&fli'"O ol llppm•r 

matcty ~II ~11011 VINe\ ol common '>lock lll"'d Approuma~ly 

6 l mlloort 5Nirc~ ol now con.~trlllc pil'terroo '>lock rs.-r~ [ 
P-rclattecr SIDCk" and ·~oe" F P1elcorod S..otk1." ad)~ted. 

el"'d ll'lc anumJO:in or rncllfreoce olapptOII~tof)' 12 Dlllorl o1 

lrdebtodllOU fill! atquK.IIron -5 iiCCot61ICCI lor by !he p11c hll!.e 

I"I'NJlhnd ol.eccaul'l(Jroq Ia< ~s combrn.euoo~. acc...,dtroqly. 

tnc COM to acqaro C\11 ol SIKI• ,...Ikon •as allocqtod to u"' '"'' 

a~os.cu acqurCIG ~ ptoponrort totnr .. re~rvc fa .. vak.lc<:. a :so 

lolows· Ub6t!IC'Ioln!IOOO /rarw:hiS.Oi·S2 lQO I:Jjlrort ; goodoorll · S688 

mtiiiOfl: oUlG' C:urrt!nlal"'d nonc!lrt'nt n'\Ct:s. HBl nwtoo<, long· 

(CltiTI Ck>bC · $1 166 bll~oo: CIC!Ie.-roorncome I~U!!5 J 1) 1 m~lloo; 

and 001« currcnl and noncU"renl hblkllft· S l !>8 mrlron 

On Jury li. 1911'> Tunc Warner acqUired k8LCOM. wh>ch 

ow~ cable l!Mev15ton sy!.lr.m'!. .,cr ... tr\Q llpp!oxrmetrly 700.000 

'\ubl.(rlbers. and a !'>O'tl. lnUifll!ol 1n Paragon f:ornmun.- aoo"" 

["P11r19on"). llfhr<:h owr'M!d cable toluvf~oton ~)'$ll!m~ ~rv1ng en 

odc!IIIIOilallil12.000 '\ub\Cra~s Thn 01~ !>O'tl. rnterosr rn 

Paragor~ wn alrtoady ownn<l by TW£ To ...-qulloiC6lCO~ . Tornt' 

Warner IUUO<I 1 m11100 5hllrcs ot;: omrnr>n s.tock and 11 mrllron 

'!.haru ole (lf!tJI COO\'Itfltbkr ptefelled '!.toea rSeue'!. 0 Prcj(!rrC!'d 

Stock "J and a5'1.4;""'CI nr r.-..:: .. rod apprtJXOmotrty S 1 2 bill.., o1 

u\dl'bl:ednes I tor acquo'>oiiiOil w•s anountC!'d 101 by the 

purchll5oc ml'thOd olatr.ounung lot bu:s.tr-cu combtnallon'>; 

accordingly. thr cost to ~equwe kBlCOM ol appto•wnatOiy 

S 1 0 l l b~ Lion was alloc atDd to the not II! ~t 5 ec qulrC!'d 1n 

propottiQn to thetr rC'!>poc::lrwt 1811 11alue~. as fOllows · lnWO!>I 

monu. - 5ll~mllllon . cable UMO!vi\IOn lrenchrW!s -J 1 l6& brlloon 

goodwlti -SS86 m•toon. OUlc!r current and none .. rent &Ut!t~ ­

UI!J mltlton Jonq·letm Oftll:·$1 213 blllron: <Jrlerrecloncomc 

t .. CIS·JIIt5 nu11100. and OChrt CUifOnl habltlrllo~-$'\0 mdli()O 

On M.,, 2 . 199~ . T~mr 'WarnN 111'"'1urrt'(l Summrt. wt.cn 

OWriP.(l C/lblr tt•ff~>II\IOn 'of"lo·m'lo '"'"'"'] JlfJPIOOlt111tlrly 161.000 

'\uiKcrobor">. '" n•ct~ango lOt thCio~'louanco ol appHmmately l 6 

mrllrort 11oh..-rs ol c 0111rnon stock 11nd eppro•rmatrty l J m111oon 

'!.~'~lltt'$ ol a new CC»1vurt1tllc piclem:d stock ("~roes C Pretcrr~JCI 

Stoclr. ")and thr ~~~urnpuon ol S 1•0 n1rlhon of ondrf. ,., .,,.,u 
Ttlll acq ... ~rtron .,A\ ACCounted lor by lhr purchft~ll mrthn<l o1 

IIICCOOtllll'9 lor bU">I~SS COiftbln&lron'> ACt:OrCirrw_;jly. lt1f' CO~I to 

acquoro Summtl nl approorm•toly Sl!i I nuUrnn WIH alloclllllCIIo 

!he encH acquu•·d., p<D~IIOiliD 1~11 rcspe<tnre la11 vaiYC5. 

11~ f(ljlow-. C-'ble trk!vt~n trencht~e!> S) 12 md~n Q~U 

S H6 111~1 .. ,.., "'""' r uJtor• ancJ nom'"""'' a'>\rt• I 14 • moiiiOit 



ll.JO<.l lcrm dcbl · S UQ llllllon; oefl!ttl'OinCOmt' IIIIH• S '6~ 

nulhon 11t"M! 01her cunont ....,...,.. S!J mtiiiOfl In~~ I ee&. 

all shares ol Settes C Prllf.,.-.d Slocl -• exchengt'O lor 

<,hAte~ d a new '!loef>rS ol COft¥e¥1Jblct ptelmracJ stock ..,ttl 

~ub,IIII'Cielly ldei'CIC ... "'"'$ rSc.t .. !l J Preferred Stock"). 

On Aprll1. Hill!>, TW( formecl I C801elellt""U)fl plnt 

vcncure Mth the Advance/NewhouWi P1rtnerShlp 

r Adwance/N~1to whoch Ac1\l~a/N-hoU)O .,_, 

TWE conCIIbiltecl C'ltlle t~IWOII S)'!'IC!ftlS lOt llltC!,.!l\U lhofetll) 

~cnt~nq appro1wnMely ~ 5 million si.Cls.ctbrs. as wet! as ce<t.,n 

fMetgn Catble anves•-• ena ptogtam"""9 ~I'Mrlt!> that 

u•<lu(lr(l Advancelllll'wnoute's 10% inii!IIC!st 1r1 P•lmC'\Iar 

Pat11X!r5o. l P rPrltnettlt"l. TWE owns 1 lwo·lhlfds eqUity 

anccrcst.,.. t~ TW(. A4:Jvance/Ncwhouse P..-tnors.hlp and t\ the! 

managang pa11.- TWE CM!IOiideles tho pautnership al'ld the 

()fl(!· ll'latd oqutty lnll'~ OWnld Dy Advii'ICe./Newtloose 1~ 
rC'nKteG 1ft TWE's con~ r~tM~nCial SIM~!I. a!t mll\Cltlty 

IO!CtC~t In accordance .. ,. UIC ptrlllCfShlp 89f-l!nt. 
"<lva..:e/Newnou~ c•n ri!QIJ"-' fWE to purcna-.c u eqUity 
ontcrc~c lor law me,_.._ vollue at •pc><olon<l 11\tervalr. fn._ong 

tile deacto oiDOtn olau. prnc.1pa1 !thaf~!t BeiJmn~ng 01'1 

Apr' 1. 11J98. ell her petUiel' un 11111111e a douou:ton In whiCh 

f Wl -.ould tteeive 1'1110-IIWCIJ lnd Mvanc:e/N~ wo<MI 

ICCC- ON!-thltCI olllle pannetshlp'~ not l!lo&etS The 11!1\CU 

conlllbuled 1>y TWE alld Advance/Newhouseto tne ~tV>r<~hlp 

*ere recoroed .. ttmw p-edecessor·s !MIIorlcal co~ No 911'" IIO'AS 

rccog,..zod by TWE upon the capitalilltiorl ol tf'l! pel1nmthlp 

••• '•- f'IMnca.llftf_t .... T~ ace.~ con!DM. 

d"tr12 "'•'~"'ore ol opotat!Of\S ..eludes tho oporllt'"1j rC!<,ull., ol 

each ac~red tluslneu !rom u. ""f)8CII..,. ciO"fl9 e111te Ql ~ach 

11 an~ctiOfl u,. a pro lonna bills. gowwvjj effect to Oltho T 8 S 
TrDnsactton. 1••1 tne table ttan:!oDCUons as dosctibt~ ebow~. 

(1111) the! ITOCHU/To~ Triiii!Wiclion (NOie 31. Clvl !hr. Prefcrreo 

Stock Aeforoanc1n9(N<Me tOI.IIill Totnfl W11mnr s aoa TW['s debl 

rela,...nc.ngs (NOit 61 an(l f't'lj Ctf\OIFI asset YIOS. In:~ 11>1:' 

sale ol 51% ol TWE's lniA!IWS.Ir 51• flegs E.ntanaann.cnl 

CotpaeLIOn rso. f*,}t"l Cfllote )). as' each ol suth tranSIICIIOfl!> 

h.lel OCCIM'rltd 8C ltlc ~ ol 1119S. 1 .me Wet ncr t<;r)liiCI 1\itvc 

reponed lor thr. year'\~ December JT 1996 and 1911!> 

rcspec:ll-1'. revonues. ol S12 1811 tltMaon An(l $11 1!>4 Wllon. 

II 

CleP'OCIIItion ''"' amtlt11l1MK'lll ol S 1 ;>4S t)A(Vl~tnd S 1 205, 

bollot>. npl'fllllfl91ft(OfM d $11)9 IIUJhon lll'ld 111•1 "'INion. l!(fOitly 

1n llle 11if.U.• ~neome d ltlC [ rc.-t-fltll Group ol S2110 rntlbon 

end 1286 IIIAOn. • ton tlefO',. e•treordtnatyttC!m ol U8~ INIIonn 

end ·J2ll mtiiGn IS 1 0!) al'ld S i I pet cornmorr ~llre)lll'ld a net 

lnU oi1J 19 ....,. aoc:J S:lJ S million (S 1 11 otl'ld S I 0~ pel 

common \hare I. 

:I. [NT£"TAIItfMUIT GROUP 

T•me Warffl!t \ .,~,ttnenl on al'ld llmCIUIItJ. c:luc In &ncltrnm OW! 

f nlttrla~nmerv Gmup .. Ofoc untbllt ll , 111'16 11rld I \Ill~ c.tlf"''"' 

d IN! lniiOW10Q 

r:.:.-11 .......... ·- '"' -------
~II'IJW( '&.254 U.Ui 

SIOCk opt'IOil rCUCecl 

dl!>lnbutoon!t due ffom TW£ 93 111 

c~ 119'Nment df!tx ~co rwr !4001 14001 

01~>~:-r AM ·~lc!!t <lUf' to TWl , llflt'IC:Ijllllty 

ll'lolCl'd to hornco vael«< Cli'lollobulllot> 12!16) 12'11 ,, ........ ,,..., ... Ill~··~· .. 
c1uc cn end ftorn IWl S.ti\11 ~ 613 

lrwvestmr r en othl!f 

lf11P1lN'fl'l('rc GrtJtiJI com,_, lll 111 

l!MI suu H.7l4 

TW[ I~ a Deleoirare ltmlteel partnet._hlp thlll wn Capllat!IMl 

on Junn lO. Hlll2 too.., and nperate !tub•Uanti•Uy aU d thor 

I llmf?d [114ertll""'"''" Warrlf"t llro\ Cabif' Nrt101<1tll\ IIIJO jlfl{l 

Cable ~ucs ptevtOU\ty ownao tly •ub\ldow~e~s ol Time 

Warrwl'< Ce<t...-. TlttMI Warnm \ubScltetoo!l. are IN! gen.:• a! 

pannM\ol JWE rTtme Warner c-a1 P1rlnP.t._1 Tttnfl 'NIII~T 

ar.quii('CI u-.r. aggt1!9AIP. 11 22% lamotec2 pllftrl('f\tup anccre!tU. 

pq.,oous.ly holld tly I..C~~"O!t oleactl of ITOCHU Corpoteuon 

aoa To'I>Nbll Corporacoon rn 188~ lor an aggregate co't ol l 1 l6 

Ddl.on. COt'I\~Ung ol 1 ~ "'~" t>hltll'!. of cnnverttbic preiOttt!CI 

~cock ("'ie<ll~\ G Ptt"lerr!M:l SIOI'to'. ·".orto' H Pr,.fco•r"d ~lock· 

ond ·~ae!t I Prefe<rltd Stock·) and $10 malhOI'Itn C:ll\h llt>e 

'llOr.ftUil.,'>hll)a ltan ... chon"l .I.CCf/ll'dtfl91y, l1n>l! Watnet. 

Ch<nuC_llltl~ whOlly o_..., luD.,<laatao~ <olloctowely own~ ge,...el 



and 11nu1e11 ""''~"hlp ~nterests In TWl consi'!.IIOQ nl 14 • .,.. 

alti'oe ~"'"''A CapotatanO Aewual CaptUII .,_, 100"11. "''"" 
S-0< C~pttal anCI s-s 8 Capul Tne rem....-v 2!1 ~ 1 'II. 

hmltod pettnerSh., 11114!1'e'llS 1ft till: 5-ertes A C~ 8ACI ftc\ICIU.ll 

Capital ot TW'E etc owned Dy US WEST. whiCh e.:q.wrd ~~~ 
lllteres~ 1n 1 99l 101 S I !13~ bollonn ol r lt1ih 11nd 11 I 1 021 bolltt>r~ 

4 4% note !th<' ·us WEST N01c Rccr.vlllllt'·l ttwlt w11"' fully 

c:ollecle<l aut•ng 1996 The IJOCHUITMfllba lran,..~rtlnn 

wu ..cc:ounced lor by lfll: puJC:heM! lniMI'IOd ol ec:.~ountlnt,~ 

lor bu-"" c:ornboi\Me~~~~~ 
Each paruwt·s .,..,."ill TW( con~'!.t\ nlthr lniUel ptlfi'IIY 

CIIJ)IUtlend rcvduaf IIQUill' _,.'!.triM -e IU'9nt"CIIo ll'>ftl 

pettrwt nt IU predec:fttor Dltte<J on lhl' e:~omltU"'I ,.., valu•· or 

11\t' rv1 8S\CI\ Cll(h ConlfiC)ugiG 10 TWf 8\ 80jo.r.lole6 for lhe fa• 

value ol Cer11Un ltls.MS Clr\II~CI by TWt to lhll T 1m~ Watno" 

~ne•al Part~ 1n I til oohlch _,. nn11 wb'of'qur .. ny 

teecqLIII'eCI by TW("' 1tiS ("ContrltJ<IIf'IJ Co~P~~an ~hi\ w•th 

•l'\pc!C( IO the! pll')lll)' CaplMft~I"M~ only. any ~'"'lllbUti'CI 

proorlly capilli rec .. n The pno!IIJ cepll•l "tutn (()11'\4'\1\ of r-.r! 

pfll"lnet\lllp •ocome .tlicK lied to (lair 111 IIH ordllfN r• wet. "" 

I)IQWIIoiOnS olthc! Nl[ I*'UIBfU\Ip .tgl- ollfld lhr f"'lht In 

br e8ocetrd ldCMIOftlll petlner!>t p InC- Olllftleto. IO(Jeii!Cf w11h 

enw P'e.toOU~ ellocMed net petcnetllllp income. P'~ ''~' 

the venous ptiO<•J c..,._ rMft ol return ~llf'd • thr'lillllk 

t~etow. The """ o1 Convlbutect c..-. 841d U!e un<Je~.,.,..~ 

pnorlty caP"81 return"' r.t•red to""'- u 'Cumulal.,... Pr10<1t1 

Capot•l 'C~&Mchle Priar•J Cepllal" nnt ftiM:I'''WI''Y ,...,,. ntovt· 

oft~ ••• v81\oe olll'te ~"'I P'IOtll)' C8Pf'ellnlle1CI'I\ ptl!l< I 

p8lty Clue 10 8bCWe "'-"~ r~ ol reu,n on cl'fl..., ptiO!My 

Uptlalll1let'~!. A$ Contp¥ed to MCUI'Cie'!. ul COiftP.IIflble Ot'Chl 

tl~ IIACI m•tUI'Itt. tuo~;h" the 1l IS .. fMC ol rCIILifu ~the 

~s. B Caprtal .. etnl o.nro by the l.wne Warrw-r GrnN•I 

Partne~~ furtnermor•~ t11r ull!naU'/('II~lMC•~ o1 Cumul tt..,r 

P•olly Captt.el co~ t. altec:tecJ cy ,,.,. ,,.,,"'"..,._.a TW( 

Mlloth 1\ S~IIO llucWIIIon 

A _, ol u .. ,, .. , ... , rJ (.nnllrlbull'd r ..,. ... I.,_ 

w_.,,..,., _,hop rJ Contrlbl~f'd C .. lllfld Cumulatrwe 

.,,...,,IY Capttll ac Or<:rmhr• 11. 19116 and ptn~ay u(l<(alrat.e' 

of •~urn ll'lll!tftltl ·~a'!. o,e-1 lc.rth bc'IOw ...... , 
c.,-~~-

,~,.. al ...... " .. 
........ , rJ c-.... • Pwo•J 

.,.,__ 
,.,_.~.d ( ....... <..•1>4• (0--- ... ()_ 

c~ - Ulllllill.n'\1 ~I b,·-~-
~c.ptel '1 • 1 ~ .. 

·~ 
100 00'11. 

...,.,'"' .. "c .lpUI "" 99 13 OO'w."' 144~ 

.......... " (' apll .. I 'I'" u 1)1!1 .... ICI'IM'M .• 

R.-.,dulll CllfJUI ) ,. ll• 74 4e'tl. 

11MfHW..~IIIpft~,UII ...... MIIr~ 

wu .... llr,.. ...,._.., ,...., ., ~·r ,.,... , ... 01 ,...,_,. ••.......,..,. ............. ___ _, ____ _ 
,,, ,.,,, __ ..,,.._.,... .. , _ _..... ..... ,,,_..._..., 

,,.. ,. .... , ·-·-.. ·---..,..- .10 1 .. . 

1JJ1 It,. .. II) ti'W •• ...,.. CaN'~,.,., '"~Ifill 

.., rrJt~., .... ,...t'..,..,.,..., ............... 
, ,_.-.~ . .......... " ,.,_ ........ , ... b l ...,......, .,,~.,., ,,. • .,,~ii'.,. ........ , ..... , 

~· , ,.,........, '"'_...,; .,.,. "'.,_, ' 4 •• r01willt&JNJO r.,~• ,..,......_ 
,. tiW " ... .I ,.,.Mt ...,., .._" ... ,. ..,. ........ tJf .......... ttl, ... ,.,.,,.. c...-.. -·- ... lit), ...... "',._,_--,_,.. 
_, 01 """ - - ..,....~- 01 , _ fllrwrlt Clpul 
M'fl1"'fWWCti!JWY.W•.-

~' ,,..,_.__c..,-~··,. ,. ..... c_,,..__,_,,. 
~"_,--.,.-...,..A~ ,,. ,_,_ r.-..-., .. 
IN .. _. CIPUI Nt ~T-_,._,_...,.(JiliN Witt I C.-·.,. r-S... A("-· 

O<KIIu-.e Co"'tOIII'd Capllal t'\ tie~ on tr. '•II •atue nl 

•he l'l!t 8'\WI~ 11\ec ekh ,.,,.., c orcrobule6to 1M ~~not~ hlp, 

tne aggr~Me o1 wch alnOUilt'\ ·~ "''9mroc•ntty twghel' than 

fW£ ·~ pwt-~ Capttal•\ tC!IIecle6 on t.l'te C~WJiidMe6 fii'IM>C .. ! 

.,talefftent\ ..-..c.h 1\ ba\f'd on ll'le hi'\IOIIC•I co~t ol '"'" 

cont11butrd nrl 8'\\oet'\ for pupos.r\ ol •llooc:at~n~;~ partrM't\hop 

tnr- Olio<.\ In 1~ ~,,_, part"'l'fYiop tnconoc or 10\\ o\ 

lHI\I'd on the! 11-.1 ~alu~ nit he~ l'!loe'l\ (~l11bUIN1 to th4' 



palthOflhlp and r...,.1 tn Mgnof'ic.afltly lie" '*"*vup WW"C1<tlf' 

01 •MIIIl~ in pett,.,tlllp lot~. "'contratl 10 the IIC't '"" (Ntoe 

reponed by TW[ lor llnenc ... ~leri'IC'nl purpor.es.. wtlle:tl l!t 

11:1.0 be~ on the hKior.c.l COle o1 conlrtbuted net .,w.>ts 

Undaf lhe TWI plltiWrlhlp ..,-ll. pertneuhp 

InCome. ID U.. t'llenl -ned. 1\ lnl oiiiDCMIICIIO lhe peltnef\ 

C iPUIICCOUnU W> mel Ule economiC bur~ rJIIhr IIOC:Ome C. I 

cnnMqUenCH ol petlftlf"-P nper•IIOM a bot~ 1\ ll'iou9h thr 

Pert'-~ -t' taaed n a corpor .CIOn ("'PC!C 1111 111 a110c a 
liOns 1. 1'-' to the s-CapUt. Sr-r~es A Caprt.tl llltCI Ser.r., l! 

C~. lnOICk't olpooonly. -~~ ot,...,l\taft9~1tom I'll.. 

to 13 2S ._, per -. encllllllly to the ltftodual CapUI 

PattiWfti'IICI 10\St't. genp.., lflt allocated hw &0 ...,.tnl(fl pl'ln< 

•lloC.IIIOn!t ol pettner.,. nc-10. and thfon 10 r~tdot co thr 

CMtrob••led Caprlel ol, trw Af!"oduiW Capo~al, s~l("~ U <"lll)ll"l 

anCI Seres A c..,... '"lhll orlk't'. men tu ·~e the I""" 
'IIIII,_ G-el p.,._,. S..W C.o~pU~ ..-~ pe•lneot\hot• 

InCome oiiiDCated ,,_ .. o .,_, hr\alty 10 rec:Jut r ~tty \f)f'('llllta• 

BII<.CibDn!t To the utenl ~--~ oncomc> o'\ on\dfocletlll" 

S>ell!!.fy Ill spec•l ~In I p.tliCINI ICCOUI'l~ pllllfKI 

11\e ll;f'i 10 rec-IGIIUIJfwl ~llllp IN: ()IN' IVIC'O\ ... f)' lfl 

pow_te 101 lhe .,.,_,. pnOIIIJ ,...., rllft ol reluln" c at••••l 

I-lliG WIUIIMillllld OYI f1l U..e ,.,uwr.,.lfiC_, 

""liUdln9.,., ~InC-''* INJ rftoUa from eny 
hqUida..,., s..-or~.-..-ot rwr 

The TW£ ~egr""'C'nc pOWIIItt., undo• c•tatn 

ClfCurrls.t811CH. 101 Ule ClllllbuiJOfl ol pert..,tllip lf'CO"'f' MID 

CICed 10 U.. S8Not C ...... OIWieCI Dy lhe f~J~oe W..,_ GenM al 

Pa~ Pur~ 10 ...CII p- S )61i mAnn nl partiW'f'l.hip 

on<.ome ~GIMrlbueeGtoU. ,_ ~ .. ne, G..,.,.,llf P"'.,""''"' 

1!19~ floeglw•WOI onJ\Iy I, ltU.IN Senior C~ efld lOttie> 

e•ICt,. nQC ptevooully diWibiaeG. peru-lllop n:om .. IIIOUIIICI 

tr>et .. D IS roeq~IICIIO 0. diWrDuled Ill Wee--· 111\1~'\ 

-tr• 1M in«UII dl!tl~ 4Upt'Ctf'd to be appro.,.""'"', 
'SH mlloon Tr. S.r~ 8 Capotar a-ned by tr. ''""' w., ... , 
C.C!Ot'tlll p.,.,..., INJ De lflCI~It.eG tl CC<UII'I ~ICII'9 prrlnr 

'NIIICC! latfiet,. •• ectww.ld OOICf 1 r~ ~~~ prnod c>ndlnQ 

0r1 ~cnar J 1. 1 IIJ6 1110 • !Hl yu, po·•ona •••Uif'9 on 
Orr•·~ ll 2001 ••ftoU9h\all'\14tcUnnott,..tf'n yeer 

r)Jlr.•M~f~V petlormancetllv-t nlndoi!U!''"'"~ et trn ""'" 

I~ fi'IIC ye• Ulr9ef .... not MtWW'O 

TWE t~,.. ln(,ome nl Si"O ,.,.,, 'll mlllolln ant! 

S IIi 1 nulllllfl"' t896. 1tl~ •nd 1'.194, r ... .,., u•nty. 110 pun~~J~t rtl 

-..lll<h wn •llocaced to thl'llm•ted partnP.t\ ,....,. W~Wn~!r OI(J '"" 

'l.'<OQ"'lt' 8 Qlllll whe-n h\1[ .. 1\ ClptUIIIIed lWl IC'(OfOOCI tt•·· 
1\WIII COI'CI!OIIled by the Tome Watnet C....-at Partnt'tt. IC T1m11 

Wa•nef'\ lll..cnracllf C(l'\1 Tt. f'J(.I'\'\ olthe Tlnlf' Warneo r,...,.,.,., 

Part nett.. tnttlfftl'j."' I~ nc>t 8\'WII" ol TWI C#Wf't IM IIC't tJool 

v81lill oi!Mit 111¥Cl\ll'llenc •n TW£ 1\ oo.ng emmlltt'(l co ll'lfnn.,. 

OVl'f II IM'nt J year pt'I'IOd 

U S W( S T he\ an opunn to obtiMil up Itt an llddcooo.11 

6 l3 'II. ol Scotr• A L .tpotlll and A•'lo•cJual C apollll ontcrt•'\1 ~. 

drpl!ndong on cablt' apt'flllng ~lormr~JM;• The UJIIIOfl n •• ,., 

c•ut~Ae ~)('tween J.t-y T 1!199 and 01' 01 about MAy ll. 2005 

at a IN•~tnum ••"'c'~ prl('n ot S 1 ;>s boHIOf• to' 1 8 bolhrltl 

01'~1~ on IM yt:e• olru•<CI">C l rthro U '> WI'> I 01 TW! 

may eiec:llt\ellhe cu-rer~ piCe be peod ""'" po~~tt-.ctV>fp 

......... ,t, la(Nif thao ~ ..... 

t Af'h '""" w.,,_ c..r,...al I' am ... ,., Qtlll•llnlrrd a ptn 

t IIUI pnti!Ofl nl appo•lfft.III'IJ 5 !> • bOihon r I I W( '• df'tlC a no 

ecc.ned lflle<c'lol at O~l!ftlbo-r 11. 11196. bA">Od on.,,. retet""'' 

hur v-.. nl the nC'I U'W"t\ l'ICI'I Timr 't..ttrwr ("'orral Partrw•r 

(lttiiiiiiUUid lo JWI '!tuch tt1(1rt/4f'dr••n" tllf'l)t1t'-41ln ••<~• 

linw ..,...,,_ "-" P.wu.< or..,. to the eltent ~ h guw•,...• 
tn .cldt!IIJ't 10 t~• ..,. ... w,."' 1 Wf anc lhC' .,. .... , I fllr<Uiot•mr,. 

Goo. c~. U.. lt.WII~ olthe lttne W~tno" c ... nrral 

Pattnert. onclude a 10 ,.., 11\CI'te'l.lln T KS. • 1 o 2''1(, rrM'"" ... •n 

Old ,.,,.... w.,,__ 11 t tn111ot1 common ~llllrc"> d U•\bfo. lnl 

11\CI SllbSUII'IU .. J .. VW 1'!>~'1. ol '""" w ... 14;, • ., ~\OC 

buowt>t>u Trwre lf1t no r~rM;Ioon'o nn ll.e ebollt~ olttr Tttne 

w.,._ GettetiC Pattnrt ~-nr-. to'""'"" •''""· ochrr 

lh4n fWl nW!t~. to pattM'\ thet are noc QUII•antun 

c,,., IOOh bl!tow I\ \UINftlll/('(1 11114111(181 lllf()rm•tlnn nl 

trw ( ,.,.,.atnme'lll Group. WI'IICI'I rt'f""<H ,,... '"'mellon by 

T'Nl d 1~ T Wt Adwence/N..-...hou'\C' J.o.~ lllr"'">hlp cliO< I"'!! 

n of Apoll 1 189!> !Hole lj lhe di'Cnn'loolldlllltln o/ <;o• f I.a .. \ 

f'lfrrll.-r "'' ol Jul"'t' :i'l 1 !19!> e<w:llhr c O<o-.ol•lahf>•· d 

P/ltiQO<I C!ftetttn I" ol Jutr II 1911~ 
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Tile l~fo and tl"" ftrlw\ nl TWI 11111 111\lltC tNt by II• 

IW( pen.-tNp 1nd credll eqrrrmf"fll\ Arid 111r uro,.vlllaOW 101 

UW' lly ttw ~~~.C.,., IIWOUQh lfrto peymrnl of Ct'fl.ln f•t'\ 

reombu<\eme,., (I"' do,IIIOuUOflll end .... ,~ wtu<,h ••e 'ubjr<.l 

to llrriiiMiorn ,t.t ()ecl!ft!bef 31 1996 ln<l 19!15 '"" l!mf' Wt~~ntt~t 

~- P8t11Wt\ had r«c.oed Sill m""'" ana S I 17 mrlltOn. 

•e"~oP«I!Wely. of t.tocll optCI'l related dl.,liii!Uik.lfiC. ttu•• from 

IWf. , biWCJ on CI05oltwjj pncn r1 ''"""Warne< C"lmmon ~lock ol 

JH ~0 llod Ul 11!1. ti"\Pf'CII'Ic>ly '""" W•rner ,., Pltldw~ lf>c 

optonns are e .. •c~MG The Trm• W/fltrwot Gc..,.tlll P11r1nrro, ·~ 

,~,.,~ tt• , .. _.eod ~tlblAton\ hom TWI I~ po~~yiiK'nt ot \UCh 

01\11~ WI'\ pti!VIOU"J \Ubtl"f"l 10 l(l'\111(10011\ ulllll J!Ay 

1 99~ .nod" nuw mede to lfrt- f- Wa11-wo• (,c'"W'IIII ,..,.,,....,~ ,,, 

<1 c;urr~ bl'~" Ourtnq 1'.196. ti'M' f1mr w,,,,.., c,c-ruor,.l Pan,.,•~ 

rrccrved do~tr.bulton\ ltOtl'l TWt on IN' 11mount ol SUII m~looo 

( CII'IW""'9 or Sll ~..-Ann or lA I rrlaiC'\"1 do\lfoboiiOfl\ oltod 111 

INIIoon of '\lOCk OPIIIl" relll!ed rtr'llllbutl(lll' 0U"Il9 199~ , ltw• 

T-w.,,.., C.l'nl!tlll p.,,,_.,. rr( ,.,.., li '"'' do~lrrl>ut.on\ 11om 

TWf .. ,Ae .wnt• .. •l of 11 061 boMIOn u•wUII~ ol U66 mllltOn 

ol TWl pen-YWp tnecvnf' aloe atro to tnc lime Wlrt'rt'f 

Gonefll p.,,.., ... San~n~ c..-• ...... ~t.l Jt.410 ""'""" nt 
taa.rRMed dlt.lllbuUDni .nod I 11 mAnn ol M.CX:Il opi.IOtll~t'd 

dl'\11~" Oulln9l .... the Tme WerfW'f G~111 Panrrn 
reciPI...ed fV'I dl\lr!CilA~ frnm TWt In I hi' ltmCt..-ot ol I 1 ?0 

fnlllron. '~"wwg ol S l 1 !> ~ ol ta•·••'•'"' do1otut>ut10n., 

and~~ ftlliilon ol \I Xk opOan tNied dl~ltobutiOtl\ In 116dtUOfl 

10 1~ •a. MOC:Il OptiOfllf!CI l-Wltrte' c.e.-11 p.,,_t. 

S~r CapUI d&IUOA.:ltl,. lW£ rNY melle nlhor cJj,trtl)utiOM. 

generally depe~ on e•c~" ,.,.,.and Ctl!dll egrr.em""' 

ltmotiMJOI'I'> Jtre Titn~ w .. rwe. Grnefal r'At'l ..... ~ · fuM ~here ol 

\UCh diYitOIAo(rfl~ mey be ~re<l II lhn hmolrd pArt,.,.'\ do 

ll()( ti'Cr- Cr<·tall'l lnf~ .,_...,toy (ef\&n' dat~~ 



On Junr.1l. 198!1. lWE !!old Sl,._ of u ,,.~,~~~ .,, S1x f'-9' 
to an onvM.tmC"fll group ll1d by Boston Ventures lor 1104 nul!ol 

.lnd •eCC:tv.-d $640 miiiJOI'I Ill •dd!IJOI'IIII ptOCoed\ fiOIR S.• Ue~">. 
•rprt!..Cntl'l(j P.J"M!fl' ol CCfUtl'l et'ICercompany incleblr~\ 

•nd h( ('11\IIICJ INs A' • rl'lull ollllo tr~YCIIOn, Sn fiAQ' 

""'' bt'rn dec~~ and TWE s rf'meo,.ng 49% llltf'resl 

111 Sox flag~ IS - KCOUnltod 101' undof I he: eqt.MC)' rt1cfho0 nl 

iiCCO~"''jj lW( redJJCtod cN!bt OyAppro•lmate/y 18!10 mllhou 

rn cooncctJOI'I -h the ll'llnWKtKll'l. art(] a portiOn oi the II>COI'M' 

on thr lfansectoOtl tNt<.~ dfMI!Htod b)' TWf pt1nc1p1111y ., 

il H•o;ull of II~ 9\Utf.,.H Of Ctf\llln thlld·party lt'IO fOUpclfl 

tlliW'biHI~S Of Su II<J.;s 0111' rn 1999 

4 OrHERIWVLI TMf~lS 
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rrJt_,_.,.,.,.._,.a.-Jr·. ••- ,_...,_._, 
_ .. .._, fil~.-:"-~•Jtol- OtoO<-IQ 1-
r,.. ..,.,,..,. ~- '' ~,. '•" •• •,....,.. til•• -~ 
N IIW flt.-wtl{l-" 185,... If..,..,.-~-~ tNr»ll 

r.t3rk(! valur mc(.hOd .,..,estmcmu •rw::lu(k Ill 1 ""111()41 

StlltfC!S ol common IIOCk tJ1 HIISbiO, InC rHa\llfo•) 

NoC.,th~andlng the markf't ~~~per ~re. 1ouch sll¥~~ can 

be:' used. el Tu- W•me~ 'optoon 10 fully ~-CI~y <'rthrr '" 

ooltgauon-. with •H~Ito thr tf!•o coupon e•cha•~qenDif' nor .. ~ 

(1\14: 2012 (I\IOCe 61 or l .he Comp3.n~ ·oblr.9•tr<t mor'\dOlOI'IIJ 

•~bk' prf'fef t t!O SKuriiiiCS Of a !>11~tdl8< r Gue 1 'i!l7 

INOI.C w; Bec•uwo ~~ 1s~uancc Olttw: manc:l411lflly •cdermolll'l' 

pcfeuC!d \eCU(IItl'!> provldlt' '"'te WNrrc• Willi ptOI«loon 

1\gltll'l\t the ...... ol drpr«I.\IM olti'!c! m8flr.IIC ptiCC ol Ha~n 

c;om,..,....n ~~~x 1t. •nd the tt'fo coupon c•c~litblc OOCI!'S '""II 

lrme W•r.-·s abilly to 1o"-te 10 the eppr«IMIIDI'I nltt>e market 

prtee tJI H•K>fo COI'YifTion twelt. the ccmbonei.IOn lhefeof hn 

c"c:ctrllcly motlftlllld Ttme W81rte< ',,...,"mont! •n "•wo 
ln e<JdtiOOt' o TWE end liS equocy onve"en compa~ 

tJ<tountf'd IQtr "'""V the eqi.My meti>Od onc:ludll CinemerJCa 

lhCAttO\ l P 1!10"1.~100 The C~ H01.1~ COf'l~ 

•• 

panMW,.hips ISO% owr..d). othet rny.yc J01111 ventur~ (ljj-relly 

~owned) nnd"' tt9~ 11M 1994 only. 18~ 110'11 .• ("'"lNII 

A '"""".,Y of combtnld r.n.nt18lll'lform•tlrW'I e-; """""'C!d Dy 

theequtl)' lfl'fe!iiC!e' o1 Tome Wau~e~ "~forth~ 

~~-~-)·-· ·- '"~ '"' -------
A~ I I Ul ss 12"3 , ..... 
~IICiMion 1100 llmot11l .. IJon 19 219 ,,l 
Opef ICing I'Xomf' 113 :)41 S84 

lnCOI'M' brfCWC' f'IU.UfrJinAry • ....,, 

end c ..... ~,,., •• eft£'( 1 ol •1 r lwto'9'" 

rn liCCOUfllnt;l pnncopl<- 61 IIIII }II 

Nre orw-llfnn r.l !IIH l'f. 

c.urr~tr~a'"'l\ I 001 2 711 2 113 

Tot•le'lo~.'l 1611'1 HIS1 s 194 

Current AIIDM"" ~11 1 lll I 1)6 

long ·tCJfm IJf'tlt 1 }1'10 11116 1 no 
ll>UII lllll)!lll)l.~ , 99'9 s 881'> ~ 42) 

lOUtl !>,.,.t'hOII:kf s. drf.:. 

ot~\·r:apo~ (31111 ll~l (l291 
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Thr "'CfC!II\e "'111m and programm.nq <O~ts r~'lo\Ated 

ttom the •c"M•IIIOO of T8S. 4!/locllllt ., 01 Oc.tobef 10. 19gb 

( •rlucJinljj tiT. llltlr.,y. the total cost 1ncurrC!d tn tt>IP prodi.Jctron 

of thr.lltt>eataoo tele'Wft•on film\ W>Cc ~uch dill~ ei'IIOUnCed to 

S )39 mdllon ., litll. and ltle total cos• Amorutl!d amoufllt'd 

to 10'111 mtllll'll'l Eacludlnljj triO Library. ttw trnernorutN1 • u'' 

Ill r.-plllted lllmt .. 0.C11...0.r J 1 IV\16 .,.oo:·rurlle<:IIO 

140~ milliOn. mcxe Volin~ of whiCh It tlpet:tt'(J ID 1M! 

lt'I'Ortllecf ""'''-" tlwee yurs aft., rtMioW! 
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LOf>9 t..,m d('bl con~gs ol 

0.:-ll ..... _ ·- Ito~ ------ - -- -

Old T,. ••-·"': 

7•S'tl. Note-.~ f~ 1, 19~fj s ~00 s !100 
7 i~'tl. NotMdUe f~ 1.1000 ~ !oOO 

fiOaln; ra~ rnn ~ 
Auj)>K~ 1~. 200016 ~ .... .-lei fl 811·1 H4 4H 

1 9 7S~ Notes /Ale Augu\1 1 !1. 2rxl4 171 111 

7 15~ HOUO!> duP JtiiiCI 1!1 ~ 4111 4\11 

8 11'tl. OdlefiiiiiM ~ Auj)\nl 15.1006 ~·~ H~ 

8 1 8'111. OebcntlJ'~ ~ Au;!~ 1 !» 20()7 54~ ~4!> 

1 48'tl. QebcntU'~ due J~ 1 S. 2008 • 166 

l ero coupon e• Chllft9t!atlir 1101~ 

dUc! Oecemb!!r 17. 2012 112S'tl. ~ld) 618 5111 

le<o COupntl COfliVef1ble I10&M 

~June 22. 20ll jS'tl. 111etd! 1 0)0 , 019 

9 115'tl. 0ocoentutM dye J~ 15. 20l3 1000 , 000 

a 75'11. c~mte ~~ 
~ntu~duo J~~nuary 10. 2'01S . I 116 

8 05'tl. Oebe~ft ~ WUiry 1~. 2016 ~~ 

8 7~'tl. O.:oenwrM ~Apt 1. 2011 l48 

II 1 5% Ot t~ent .. e!> due J_.,- 1 S 2023 1.000 1000 

6 .85"'- o ... oe~M due J-.ry 15. 202& 400 
8 JO"!E. QI~OOilt OdlontlJ'l!S 

dye Jaruary l!l. 20J6 31 

Dea due to TW[ I& 7 ... .-lei 6 ft.l 400 400 

res••, 
T8SCr('doiA9f~l1 0'111.1 671 

1 4\lb ~IW)I Not~~ f.otiMI')' l , 200. l~ 

Zero coupon ~UOOtdi!V&~ con...,..,otlk' 

1104M due febtUIIly 13. 2.007 11 25..._ yocldJ ]Ill 

8 l1S"- Scno ~due Jt6y 1. 2013 291 

8•%Sc.-.a~\ 

Clue f t!btU.W )' , • 202. }00 

TWI Cable. 

llliS Cfcdn Aqt~ !6 5% 1111d 6 l'illol n1o 1165 

10 1 5~ SC<~~or Noc.es due J11f101t1l0. 2002 lOO 
10 S'tl. Oetr.~M due Ap'l 1 S. 2005 140 140 

9 25'11. ~ Oebl!<lll~~due Apr- 1. i'008 zoo 
Olhcf 12 115 

~Ul>\01111 u 11J 10.:101 

Uecl.a~WfJUUOfl ol do!(~~~ IO TW£ to 

amo.n' Our to tile lnt...,.._rc Gorayp (4~ 1400) 

Total 112.713 'e eo1 

,., .... ,.,.. ... .,.,., ,.. •... ...._....,.e.wc,. lo/0.1 ... ... ,.,., 
.,_ tu•~ ••c.•t•l,.. ..,_ ..,.._ tM ~00"1'_..,.~.,_ I,U$Cr.oc 

·-· ...... , ... ---~--.., --.. •>I TWI("-
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Oelal llen..a..c;anta Outl"9 lh<' P•'• 1wn yt•ar\ I!I'KS In e.ty 11197. 

•n tc--.poo~ to fa.,.()t•bh rnark('l otrldtiiOil'\ •1'11'1 '" cofW18C\IOin 

••1ft c~:-ruun ecqur~IIOO' funr W,.rncf f'Fite•rd .nto" W'fle~ d 

ruoftnclngi1AI'I\IIC111011\ wl'li<h '"'~ '"'utced on IN' tl!fii\Antlll<,j or 

11pproamet~y S6 4 bllhfln of d('bl ••ocJ IN' ft'durtoon o1 ~ 
addruonel Sl ~ brlloon Ql ~hi."' mtll~ full1 ~,,,,~ t~ormw 

rtw- tjebt r~on11ncroq'> ,..~ h."ld lhr JXl''''~ etr«>et ol ~"'9 

mtct~l lilt'~. -.lllljqc'rlfl9 IJrbl tnoJIUIOIIn~:r. and. WM te!S.p«IIO 

tht••~mphrtlt ofot" 8 7!.~ ( '"'"'''fllbll' ~•illl1rd.-.atl'd 

f)rbrncurr\ d.,. 10 I~ (lhP 'II / .. 'tl. (' rrnvl'<tll>lc l)(•bftnl .. ,.'\ 'I 

anc110S'\ lfltO UIUpoll \Ubordlll,lf•d COI'IV~oble OOIC'!> due 

f t'D<UAty ll. 2001 Utu: • T8') Corl\lcrtJble Note'!. "I eh.,..nat•llCjl 

the poce01181 dllullon flam thP C:OOYf'<>IOil of '>UCil \c.oc..-..es onto 

!.2 l 111•1101> V\llte-. ol common ''ex k In turr1. I hr. 11xh..oUJOn tn 

dl'bl. u'\ong pcoc:end' rat!ted lfu"' I hr. '~"lM""t' 01 l~IJI•n 
ptcft!frf'd OQUity wt""llle'-. h•~ portoally otf-.Mthe n~pc.oon 

01 lfliCUIU!IICC! fll Sf> 1 !)4jt(W'! d dl-tll 10 COflnNhOI\ _,tho! 

C~tblc AtQu•~'"' and tho! 185 T•a•neclron 

OuflllCjl tho ltr,.l que11cr of 1 9!11. !om<' WIIWN N•tnrcd onto 

1 n..tlllbor ol lloanc•ng tran~«IIOn\ ... hil:ll re'\Uied 1n 1110 

ren,enclrooijl d lpp<oJ.....ull)' S600 molhon ol ~bl l tme Wl/ilf'tfJr 

rl>dct:>mt'd SlOO mtl.hon pu.nc1p11 emount 01 10 15% ~ 

Notr1. dur. January 30. 2002 nl TWI Cllt* Inc ("TWI Cable1. 
!U ...t>OIIy OWOCc3 sub'\Odr.,7, lind R~)p<Orto•"•l~)' S28lmlllotl 

ac.cr~~ 1mount of TBS Con.,.erul!le Noln at •n IJ9q'ege«c 

'~'' pucr olapp<tnlltllt('ly ti.OO million. tnc~ 

•odofnpiiOil P''"'""J0"" •I'KS ac.c.rucd •n~t•rest lhorOOI'l (c011Kth4ty. 

thr "111111 Debt l.lr~ptiOfl'> ") Tom~ Wa~nc- al'>o ls~ur.d 

1(100 P>Aon pu'>c.opal AmO,.Iol orr loatollCjl Rat~ Raw« No..ls 

c3ue Dec:e- 30. 20ll (the ·r.....,hng R111e R~~~ Noti.'~·J The 

f 10ai.JII9 Aate Rr~ NOlin be•' ontl'•C''\1 111 11 flt:.along r111t> equal 

10 ll805r k!'\'> 1'!, bA'>I~ po.nl'> u/lltl ()o'(('mtJo(or lO. 2001. II 

WIIICh hme t""' rnt{'IC!1ol <Ill.' ""IIllo.• 1('~1 oll I lo•eoa '•le equ.tl 

to 6 !IV.. plus a m•tgln bl5>eCI uj.)O'l Ttmf' Wa•ncr·!i c:'edll nU 

.tl SUCh trtntl ltte riD•tong All<' Rr\t1 Noll'., If(' I~C'I:m•ble 

111 the cl('c;\ool'l o/1,... ho'dr.r~ In .,.,,.,.,,,. b~JI 0111 rn part. 

oo ON: ~mb(' r lO, 200 I 

It! Oc.!OO<'• 1 !t96. r...- W••rv·• n~urnl"d apptocm.,W!Iy S2 8 

o~loo)no/olldr>bec<locu on tonO.W:tll()llwllh tho T8S lra~.QI 

wrncn .eppm•u oell'ly S l 1 boiiOfl wu wos.equenr. y, pa-s .., .. -.og 

111M p<1nc .pnMy U\1"9 p<CKefld'\ lrom aodloor>lll 0<1<,.,...,.,.,.16111,. 

'""' 1118!> Crl>dot .&.gr_...... 1...., Of'loncd bo'b>orl 

In·~"" lll~li. Tome We•llf'• raov-cf llp,Hmwnalr.l1 S I ~~ 

btllon ol n~ p<oc•~' 111 • P'l¥811! placJ!mrnt ol 10 1 '•"'­

o•cn.nqaable P'~.,,od UOCio. (Note IOJ The p<OCoed!> -re 

uwd oy T 1rneo w.,.... to tedeem S 2 !10 miii>Of> po K'C opal -~• 
ol 8 l!>,., Odlomii.Jfltll due Aptll I , 7011 jlhc "I /~'1(, Hon 

Cnto..,n•lohle Oeoentur,.~· 111'11'1 ..m .. n !allen IOijiNhOt _,,.IN 



8 1 ~'!b Col'l\l~lble O.:benl.urcs. the ·B. 7 )'II, 01: bcrcur .. ., ") lor 

llpptoamatcly S26!> nulooo111 r.t.y lgji6 (lncl>.dng rcocmpuon 

prcm1ums al'ld eccrll(ld •nl.ere~t lhci'con)_ nnd to rcduc<' barw. 

(l(:bl or TWI Cable by lpptOIImlllcly S 1 J billiOn 

In F et>ruary 11196. T orne WarnN ·~ II .. """"'mnq 

S 1 l bll~on pnnctpalemount ol!! 7~'1(, COOI\IC111tJIC Orobcnturc~ 

lor '1 Z8 blilooo. 1nch"'ng ~mpuon premiUms and acctucd 

1!lle<e"' theri!Oil The radempUOn wu fJnanCeCI Mill (11 proc(!(!(J., 

ra•:!>CO /rom a 1575 m~ I$SUIU'Ce m Doccmber 1i95 or 

Comp.any·obl~ mef'dlltor•y rcdooomable ~e<rl'd .,IN:U.(OC~ 

ol a il.lb~ and 121 S7SO lnllllori of ptOCeedll rao~ from the 

t!>suance ,., January 11i196 d ~I UOO IMIIon ptlnelpllllmtltJnt of 

6 85% deti«-.16Dll due 2021. which are rodol!meblo atlhr! opt1011 

ol Lhe hOidor~ thereof lrl2003. (Ill 1200 mllloQn prlnctpal amount 

01 8 J% d•sco~S~t dtctloenwres due 2036. lllthlch do FIOt pay CA~h 

onte<es.t unul 2016. ll•l S 166 molhon pr~1pel amo~S~t ol 7 ~8% 

d<'bentures clue 2008 and 1~>•1 S 1 SO molhon pr~nctpel amou,.. 

ol a 05'!b dtctloenturcs aue 2011 Time Warner had ptt!voousty 

redccmca appro••rna~ S 1 bllb pnnc:iplll amot~~t o/8 7!1'11. 

Con ~rt<ble DcOelli.LII'n 101 S 1 06 boihon (Inc k.ldlog redcftlpll()(l 

prcmoum<. and accrUI!dnl!'fnt) In Sqxornber 1119~ I !Will 

proceeds ra.WM:Jirom (Ill. 1500 miiiQn ~Sosuence to Jlnl 1 il95 
ol1 75'11. tcu.year noln.lbJ a SlH m111on , ... ~o"' Aug~~~ot 

1gg5 ol Company·obllgMI!d mllndlltcw•y rotMemable prl!l.,rrcd 

<.CClJI'II•C<, ol a !>Ubll.odW)' land (C) IIVIIIIDbll' cash lind equivalenc <, 

S..-.:l Noc.. il r Of a deKnpuon ol Lhe ml!IO dill or •Y relde<:i rn 11 bit> 

pre4errCCI sc;;ur~t~es •~sued lf1 connect.on Wll.h ~uch rndr.mpiJOfl~ 

In Janunry Hliti. m Connc<:ll()(l wllh ~~~ IICQUIUIOn o/ CVI. 

<~.ubSidHI<I£'!> 01 Ttme Willner a!l.~mcd S500 mlilooo or publtc 

notes aoa OO!Deotur<''!o ol CVI .lind borrowed S 1 !> tllllton undm 

th1• 19!1!1 Ctl'~l ~rCOl'm• o~l(ll'> Ck'hnC'd b<'kowJ to '"''nllnu~ 11 

l11<.,-amount ol ot'- IOdeO&edolr!><, 8!-'I.Umocf DIII'ICUI'tC(J 10 

~uch iiCQUISIUOO 

In '-~u"' 1gji5. Time Watfl6f rcdc!cmcd all 01 U Sl 8 Dillon 

prorw::1p11l amout11 oo ouUlll<lOong Roek!<imnblc R"s"' Nolo<, 

due Au9u">l 15. Z002 (!.hi:! ·Rc~t NOle!>")lo exc:h.angc lor nc1111 
~"cunc•r.<o_ con~•.,lrng ol approximately S454 mdll()(lllq9<~ale 

pm.c.pal amoont :>I Floaunq Race Noto"' clue Augu!ol 1 !>. ;l()OO. 

.1pprounatety 1272 moloon ~9'U'9ll'" P"RC!palornounc 01 

I 97S'lb Notes d..:' AugtJSI 1!:.. 200•. iipproxomately S~4~ mdl!t>l'l 

aqqr<'9atol p"nc ~ amour>! ol 8 \ 1 'tf. DN>nntur<J~ duo Au.Ju'>l 

1 ~ 7006. olnd .!lppro•tt'TIIIIL!Iy S~·~ 1n11l10n 1199'C(}IIIe prtnc!pal 

"m'•Ufil of 8 18% Debeflu.rn due Augus.t 15. 2001 

In July 199!.. TWI C<1bl1' borrnwttd llpprmcmat<'ly 

S 1 2 bdhan undot the 199 !> C "'till .& IJ'OCI'TM!nl I 0 rf'llnllnc c 

CCf111iln tndeblr.cJn('l'\' ..,,._,Unlf'£1• 'U'1f Ufrf!d lrl ~h.~ 

OCQUI'>Ihon oiKBl COM 

JnJuncl!l9~ IWIC.Jt>k• IWfiln<llhrlWl 

'-OvancciNI'Wh(HJ .. e Partno;"l .. lllp C~I'(U\Cd II r ... l! ~car l(!ltnllllll(j 

ctedltf&el~ly (!hi! ·199!1 C•1'11•1 AgrCt-mclll') lhl' 1995 Cltlrlll 

AgrOC!mcnt onablod '-IJ(h ctC•IIr<,to orllt\lln~<' ccrtaon Indebted­

ness assumed •n theca ole ~c qw.,• 1ans. to trfln.1nc" TWf ·., 

tndcbi:C!Cines) o.tllMr a ptr ru~unq bank c•<'dil r~grocmt>nl ond 

to hno~~ncc the 0fl90"'9 WO<kmg f.llpillll. f.llf.llllll f'•lllflnd>tu•r. lltMl 

lllh<'r COtpoiiiO ni!Od<, ol e11ch borruwor 

An exl•aord!NII)' lD\!. of J 11 motllon WOJS rcco9r I led b~ 

l1mo W11r~r rn tho I11U quaru~r ol t9~1tn conncciiOI't wllh !lor. 

1 !197 Debt Rr.l1r.mpuon\ Ao r.•triiOfdtnllry In~<, of IH tntliiOfl 

wa<, IIN:O'Ointnd 1n UlQ6 on con/lt.'f'\100 .o;~(h t on1<' WAtnC1 ~ 

rodcmp!IOrl olthe 8 J!>ll. Oobclnturo" An a•trAO<dona•y lo\' 

ol Ui? 1n11110n 'olll$ rocc.;n•zco 111 199!11n CanOf'CUoo wolh Ttml' 

\Narn..r·!> p!ll1tal redempi.IOn olthe 8 7~% Con'lf"llbiP. 

O.:boncuror. 11nd Ill<' w<11o-oll by TWE ol ooforrna hnanc1ng ens!'> 

rolatrd 10 11~ Iormor bat* urdot 119'f!C!tn"nt t~l w11s lfl1tnlnlltr.<1 

1-1:-fl- Jle4 .. 1- W ... nnr ·~ lD"l coupon nt>(Q. dtl t'IOt 

pAy intl'<r.\1 un4 • ma(u<lly I he .rc·ro ~' •pon r n hllng<'.!lbl<' now" 

due Occcmbf'< l J. 201:1 .arr r.••hllfl':IC!Ablr l!ltany umc by the 

ho'dcr~ lntr ... n aqgr~e 01 18 1 tn1lllon "harrs 01 ccornmon 

stock ol tln-.bro 111 the rail!' o! 10 9~ 1!) -.harro-. II:Jr c11ch S 1.000 

pnnc•pnl amoulll of 1101e-.. '>UbJfflto Tun,. W"'"'"' '<~qhtlr~ pny 

tn ~nOll-e (")i •n J-1Btl \llfllh c-•""J.h •r1~1t·m1 or Hn~obfo (ununnn -..tnclk 

llw tt•rm·, ultlw-v. fW11<'" 1-..n• bo'<'n arlju'>lf'd lor,, J lnt 2 -.lnck 

-.pht ol tt11'bro common •,lock that occlJI'•cd 111 March Hl!11 

(the "Ha~b•o Stock ")pMj Tome IN.arnm can oloctto •l'l:f(lem lhc 

FIOtCS any 11mc 11net December 11. 1!191 and holder\ can clf'ct 

to h.ive the note~ rl!'dci'1Tlre P"OI tl'lr••o•ln 10 "'"""'!Ill ol a 

Ch8f19C ol (.Ufll.tol. II tNt I'>~UO prO(: II plu'> &<:<:<ur.d ln\.-.ro\1 

HutdotS Jtl§o can elect to have the notr.§ r~cemed llllhP, I%Uc 

priCe plu<. .II( cn.ocd tntr<<''>l on 0<'c cmtMJr 17. 19111 1007 itnd 

200 7 subfl'<' Ito I une Warner ~ "9hlln pay on whole 01 m p.nrt 

wnh t'lt">b•o ronunnn .,lock .n-ct-ad ol ,-,..-,t. Tht- f'IJ • lo•nt 

COf'IVCr!.lon ~'Icc (II HUtlfO cnmmon '>IOC.l< at lh•• 111~1 dill<' nr 

•coompuoo t\ 116 21 pe< ,.,.,n. antJ .. ,u bn &ciJu'tea the•.,lltor 

on propo111or• to r.h.ing~ on 11\e accriJ<!d orog1nttt I'>'>U<" diKOunt 

ol each FIOte The 1 B 1 mol;on iJW!riiS or Hubro c rwnmon '>lnd 

owned by Tomll Wdr,_ can 1M ut.ea oy th<l Comfllln~. a11h otnr 

loon, In ""'"IY •Is ot>lic;latiOrl\ unclo:r "ICil noll>'> or <h nb~>g•tmn~ 

ullM• ccrta•n ml!lndoatDIIIy tfl(k!>emable prvfeH.•-1 se-currlocs o! 11 

)ubsod•ary (Nocr ~~ URIImortll• d tmqonalls .. ue dl!.CoYnl an 11\e 

ze<o coupon ... cna"'iieable nt>(f'., dUll 1012 """~ \1 OJJ billion 

end i 1 010 L>~IIOII .111 DKcmiX'• Jl. 1991> JI,.:J 199~ '<""'~11\'<"ly 



Ttw- lNO coupon COI111e<tlble notn due J~ 22. 2013 arll! 

ronvcfllbl~> at 'lny tome by I~ holcJc!of!.I,.O an tg9rcgatc or 18 7 

rnlll•oo• sh.1rc .. ol 1 rmc WilrJ>C< common stock all he ratl' d 

I 1!.9 .,,.,,.,es lor I'Bch S 1,000 proncopetamounl ol 001:6 Tome 

war""' can ch>etto rl'decm tne 001:es any 11me anre< JIJI'II: 22. 
1998. and holdt'f~ can CM!ct to nave tile notes r~l'd pr 101 

tl>e<clo on thf! evcrc Ola cl"'anqc!.., COIIItOI. 61 tne tuuc priCe 

~ J'> accr~d me crest HOlders also can elect 10 have !he nolfi'S 

redc.!mcd at the tS!IUe price~ IICtruod imerm.( on June 22. 

1998 i'OOJ and 2008, sutJtcct to Time War net's ngt'lllo peJ on 

whole or rn part WJII'I l•mc Warner common stock tnsU~•d 01 

r:ash The <'quovalent conv~soon priCe 01 Time W.llrtef COI'NnOO 

stock at the l11st daiQ 01 rl!dempllon rs 161 44 per lhafc, end will 

be adJu<,tl'd tht:rcaltet rn proponton to chango~ In the Kr:rucd 

OI'"<.Jrnl'lt'>~,..-· rlr'>{OUt>! ol ~.tell Mlf! UnamorUtC!'d Oo'IQII\6! 

tS'>uc o•~ount un the zero coupon conv111tlbie notn due 20t3 

wa'> s 1 Jt5 bill too and s 1 396 t>olltoo at OK ember l1. 1996 

,,nd 1995. respccuvcly 

II a nil Craclll ... c Ill! Ia a T ne 19 9~ CreOI. Agt8MTifJnl. pennon 

borra-"19s to an aqgrCQ&IL' ama..nl ol up 1.o 18 3 blllon. -h ~ 

scr.caulc<l rcductton"i rn creel• ava1illb<otl)' prlOt to "'*~Y Ill 

Ju,.. 2000 Bono~s are lim«~ to S4 Dillion In !he r:a~ ol 

TWI Cat~~<•. S5 btltoo tn lht: case ol tl'le TWE-Aclllante/Newtlous.e 

P&~lre"Vwp and ss 3 boloonlll liM! case ol TWE. ~~o..qectll'leach 

ca~e 10 certaon limtlat.on-. and adJU~II1lmls Sucn borrowtog'> 

br·ar tnlc-<t'~ '" <opec I.: ratt'1. lor each ol!he \tvoe borrower'>. 

gr-ucrltly cquallo liBOA plan a ntll"gtO lllit•lty 1~ lrom ~ 

to 8 7 ~ ~~·!. po~l!.. whiCh lftlll9111 llllill vfti'J bewel on llw! creel• 

r au~ or l1111nt1alleve<age olllw! appliCable borrower Unu!oecl 

c • edit ts avatlable lor IJC"8" a1 bu!olnes s purpoMS and 110 s.uppon 
any commerc~al paper borra-"19~ Eoch borrower 1!1- rcqUII~ to 

pay a comm•lmcnl lc.! ~rtJally ••ng•ng lrom 2'1fo 10 HI% per 
annum oo tl"e urou~ potUOO ol u comrnltmet'l. TWI Cable may 
also De rcqurrl'd to pay an 8N"'UUII I DC illy lee oqwtl 10 I 8 7 ~'L 

ui th<> .. nure .,rnount ol 1(<, comn.,unc•nt ~.-.~~ on ll'lr lrvlll 

t1f tt •, luwo< •·d lc•v••• ~H~r tfJ. .nnJ 11J""'1Ht y-)n~ rtta 1 iU'51 C rrt.JJIII 

A, 1 't~•·n~_nt c ()ol'lt•ltn.., .... ~·nom c.n¥~r.nollll,'§. f01 -ri!IIC:h bot'~ rl!lf.et~ 

IO ,.,....,.... OCI'ICI tnt~'>. adOt!...._n.,ltndCblea'i~S llllfl!> on DSSoCIS 

""'n I low co,r:ragc and ~c>rcr~ raloOS, ilnd lnen<o advan<:l!,, 

Clr'.tnbLloOO'> and ache< ca!lll paymeflls or LranWer~ ulll.,~l~ 

I rom !tiC t>orrowt'ls 10 lht'lf rcspecuve pl!rti'IID" or alfthi!IC\ 

1n ronncc1t011 wrUt the TBS Tranl-n.UOn. 1 Mrt8 Warllflr 

.rs<>umcd aj..>p<Olltrrnllcl)' S 1 7 billiOn ol debt: Ul'ldef two !.CpA! Me 

•c•cl•tnt;; credttlactlrtto:'> 01 TBS (the ·ras Crl!dll. AgtMfll~s·l 

Ih<' lBS Cr~11 AgriX:'menl~ parmot bo •ow•09~ by TBS "' •n 

aqgregateamount ol up to S2 Dtllton 9oui'>WVl9 avadabdR)' 

undrr the TBS Crcdtt A9'1lt'mcnl~ ·~ ~heOuled to De reduced 

by' 100 mlillon 101 ri!6Ch calendar quarter tn I 998 ar.:!' lherealter, 

by S200 mt~n per quarte< Ul"(li ~ PmtM'r 1 I . 1000. •II whiCh 

timet~ T8S Crl'drt Agreement~ c•p~tr Br.ruowtng~ undN the 

185 C1cdt1 Agrcll!meniS DeW lnll!IO!\t•t rate~ QeAC<IILI)' "'QUill to 

LIB OR plus 11 rnwg1n rang•ng lrom !tO 10 1 !>0 N!ols poonl.'!o, whlcll 

lftlllgrn ...-.rr 1181'J blwel on a me1-.u•a of 7 BS'!o finan.:laii .. 'Yt!fiMJC 
UI'\US.Id CUidll IS 1111~ lor gene.-at bU'!ot,..'l\ purpo~~ fBS 

is raqutted to pay c:omrnRme-M lil'f'!> ol ) J!o'Mo on the urou•l'd 

portiOn 01 IU. com"'llrnonts ThO 785 Credit AQ•ooment'lo contarn 

CCftam covenants lor T BS •elallng 1o. amOOQ athOl lhlfW,!~. 

addRitlnll ~bl.edOIIU; ''-"" nna•\01~. guaranuocr~. dt\f)'O., 

1100\ and KqtJislttom.. ~:aV.IInorl <-OVC!I AgO end lcvcrat,~c r a110~ 

and loins. Aetw11nce~. dl!otubutlon~ and otner U\h paymcnn 

or ttansl'l!f!. ola!>W!(S lrom T9S to T~rno War nor or rl<, a!filrate,. 

Pnnclpalty as a rHU• 0111'10 lri!WICUnn~ undfof the 1 911S 

Ctadil AgtOHWnl and 11'10 lB~ Cr~l! AQrl'l!mcnl'>. re!oi<ICtl'd ret 

euats 01 con\OIIdllled ~lmo ol TtrnQ Warner ll'nOunled 

to lpptO•imately 18 1 b;IIQn II Decem bot ll, l1Ht6 

TlfRe .. ._. lW1E c.-.. ApaiP"II'C Ttrne Wwnor and 

TWE entCI'~ ln'lo 1 credl ag._..,.ltl1994 l.hll allows 

Time Wacner to borrow U('t to S400 rndlon from TW£ lhrough 

'ieplembe< I~. 7000 o ... ·.tandong borrowtOQ!o /roo ' TW[ ooar 

tnle<c~ at L180R plu<, l'itl. poe< annum Ttmc Warl'ltl!l' oo rO'IIIred 

UOO m•llon ., Ul94 uno.:f 1~ c:r~lt agreement. and u"\Od tne 

proceeds t.nerefrom ~op&IJ to repay cml811'1 ol u note!> 111 

thOu rnllh.HIIY In addiiiOfl, eKh TII'Nt WIIII'ICI Genet a! Partr>er 

has guara.-..eed a pro rala portiOfl 01 .Sj.Jpro•rmatrly l!o c biiiiOfl 

ol TWE 's deb4 •1'1d 8C Crue<lln'l8f0~ II 0oc ombe< ll, 1996, 

as more lully descrtbe<llfl Note J 

~ l:a- rondM•lwril'-' AI 01'f"rmb<>t 11 19~6 ''"''' 

Wal'nor "ltd r.tnrc<,t r "'' r '-*liP c Ofll rar" 111 pll~ nuaunq ,,,.,.., 

"' lfllll'I'C'I .tf1d ft'( "'"" •••rrl "II<'\ olrn!C"feo,l <.0 17 J llrlllon 

O<ti>Ortill anruur• olt..,.,blorlne,\. wtooch '""ukc<l ,., app<o••· 

mllttttty •7'1fo 01 Ttmt' War,..," unoo<tyong deb( tx'.-Jq !.ub,IOCI 

to warr6blo 1rttcrcs1 rJtot. !Note 141 

lnCI!fot.l UPfi"W! amountorlto 1968 mrll1oo '" 1~116. SBJ I 

mollton 1n IIIII~ lnd I IIIII moiiiOiltrt 199•. onclu(Jtng Sll'l rntiiOfl 

,., 1996,128 milliOn 111 199!> andSilm1lhon on 1994 wht<:h .,.,.,., 

pairlto TW£ 10 connectiOfl ~h bOfrowongs undclr Tri!Ml Wlt....et 5 

1400 miiiOn Credit aqt'iMI~ .-to JWE The -'9~Ml •vllt'ltljll 

WUI1nol r1te ort Ttme W1r~r, 101:11 doh! uw ludl"']lhl- """'' 

oiiO!nre<,t ,.,,. ~*•P • ,,..,,,., • ., ..... I ~._,'"''I 1 II'"-,.,, 
Ooot.ernl>c< J I. 19\it. iloc:l 1911!> lll!,p!KUYI'Iy 



.-.nnu,"JI r~peymenl\ olio<lljl·tetm detM IOithl' lw J('at'> 

-.ut -~quc·nt to Dc!<.e~ ll. 11196 cnn,l\t ol t~OO """lOti dO<''" 

1998 ooo s• 161 bollon Oue"' lCOO !oucr~ re-pay-\ racludt' 

the a<J9'~.._c repuiCNM 01 1~1011 pt'ICC!\ ol 16~ mtloun 

'" 1991 ModS I 1$1 bMion on 11M re'-tlng to tte 1ero couoon 

raclutti(Jr~tblto I'Ulel •nd letO CCIUf)nfl conwNIIble ~'Ute\ •espoc: 

tiV'-'1)'. in thf' ,..,, In whch !he hoiOtt\ ot wen <Sebl m•y l4r\t 

~ Xt!'l C I~ lhf-1 r r edemp{IOil op&jiOI'IS 

7. 801Ut0WI .. (;I ii,OAI•ST fi.HU•f 

S TOCtl OPJIOIII PAOCEEOS 

In contw(\OCW\.....,. T~~~~e Wltrtr:t $C-.n "IO<k rcpurrNtw 

PtOijjt .llln (NOIC! 111. Tllfte W•rncr oniOfiiCJ lniO • ll!rC•JC!"' 

s '!>0 m"oon rn-oi""""J c•edl lecolll)r (Uw •!Mocll Opuon P•oc.,.,._ 

( ,,.noc f •c •Wy"J•n W.y 1196 8orro~ III'ICIItt thl! !Mafk 

Op111 • Procr.e<l\ Crl'CM f •*Y a~e prlnC!paHy uti!CJ tn lund 

~toOr "putrhne\ •nd •JlOfo•-ely UOO m~uaon o1 prttle<rl'<'l 

Otvodrtlf1 r~eml!nts on y_. Wer110•' !.erie\ G. 1-i llti4 J 

l'rrlrnt•!l'oiiKII AI O.IMO.• Jl 1tt6 limo W•tr'lf'f hlld 

l;ouc-•'fl StlllfNIIan ~the Stoc:k OJ" C)" .J.IrOC:IIf'd" 

c• .. o•t r M•~>~y 
lhf' !.HlCIL OP4J01'1 Prntoed., Cr(.'~\ f~oethCy ontC.Ielly provoOt'O 

lm bo"'""~' ol up tot 7~........., oi-MMch up to S 100 miiiiQil 

'" •e~rv..a 'WWC!IJ lev thr PIIJ'fleftl ol tnlereu eno '"" tl'lf'fe 
U~l 80''0""'"9' Uf1del tne !>focll ()pCJon PIOC~~ (.rof'OI 

f klllly Qt'I'W'rfMiy .,.., ......W • li80A plo.tS • mit~ equal to 

1!> b•~•~ porn(~ and.,. pltne!plll) npec:IA!GIO !)C) rop.td from 

the U!oh proceed\ ..C:~ fronl Cl'lt C!UirCtte ai11H19n. (e(J 

emp6o,- !.lOCk opt~\ Tt• 111(8111( Ol WCI'I MOC:' opiiOII 

procCt'd-. I'M!<~Iy r.ciuc:ft uw bolrow..g e11.-...cy undt't 

tllC taclhty W~~Ncl1 he!. bc!c!fl rKa~CeG to IJPPIOr.matety '1 1 !I 
mrthon O" ol Doc om~ ) 1. 18i6 At Oocenot...t )1 . I 886 b•...,d 

one Clo'\tnQ merkec prC"e ol t.,. WW,.. common uoca ol 

SH !>0. ltle •ggreg•• Wllue ol potenlt-' prO(OC'CJ\ 10 Tome 

w..-... from IN •• .,,_ cl ocn'tMldiftV weweG ·., the! m,.,-.y· 

•tock npCtOns co-.red ~ me IMittty wes eppto•tmAtf'ly $1 !I 
t>llhnn •rprl'\0f11"'11 • 'l 1 to 1 uwo•19• ••uo owe• the! •M•Ioo 
D<">'<0Mf'9 •w~y lo \ne oat- lh.ll .UC:h lotCJCk opiiiOn 

ptocCf'd~ D•n I'Ul JUiflclet1C 10 WCt\IJ lllfte warrwtt s OCIIIgetonn" 

UOIX'Itne Stock~ ProceedS Crldl fecf/llty. T- warner 

1\ 9~rally ll!qUIIOCIIO 18f»)l WCI'I borr~S U\""j' prOCOeQ\ 

hom tho!~ ol '"-'., ai!U comnoon "ocll ndO -an e1£JOw 

undf!r IIW Stock 0P'IOO Procftd\ Crl!dl f loC!irly 01. M. frmc 

WNner·s .-ct.C>rt. LISif'l9 .,....,._ ca"' on ha~ In edaot10t• 

•• 

n • •e'ul o1 r_. W~nr<-. <~ml!flllo u~ lhe !.c()(k 

Oj.)llnft PrnceC'd\ C~<•d•t I ac•••Y to 1~ epp<o••metely $100 

~ ol preter•M 0w110er10 •l"qUU'....-11~ un rn ~~~~C. 1-i I 

arocJ J P•~~ted !ot()(.IJ. T-• Wetf'lef hu al!loO ~nl:al•y 

egreed Lo pill" n 111 I'Y ,.,., •" atnounl ol cnh equello tJ• 

cuu" ollhl' UfiP•oc:l pti'IMre(! ctt..ldllfcl roqt6--~ on ~uch 
\erie\ ol (<lftlleot"ble prl'h•nocr !olocll twe~ the bOfrownq 

811lolabohly undt'• the l.cololy It any Ume AI O«:t'lllbcr )1. 1996. 

Tlllll! w ... nrr hi'<~ plec~d 1&2 mil~oo ol c•stteno l6 m•ll1011 

\hale' ot1 e'ICrDW Uncir.l ll'ltW .. fOnqetN'flt\ ........ ICh 'mr~\ 118 

noc c~<fld tn tK> ''\Urd and nul\18ndt"9 c 11potel ~tntk o1 

the ComPA"Y l mr Wa•,... -y be •rquoroCI. ltnm lome 10 lime 

to hll...: up to ~l ~ molloon -.h••H ·held on e1oC''-

I iifCOMI tAUS 

..,. .. ,,~..,u .......... 1• 1,.,. .... .,.. ·- ..... , ..... 
(Jun-'tr \ 1111 Jl \ llDII ' !Ill 

IIWI'Igll IIU lO!t 1117 -
TtKai s 4 ' 1 ' II 

--=--

C.,,_ 8fld O<.olor<•O'CI on((,...., 111•0\ (UU ~,.,obi jli'OVII(I.,., 

lltl' ntolow'> 

_,_~,,._... 

,_ .• , ,_ 
- - --
federal" ... ..,,... 

' !>() ' 4l ' 66 

0.-lorrvo 11411 1161) (til 
rooagn 
c .. ,.,... no ?IS 1~ 

Dolo-•N ., 61 a W•l 
s·-·~lcx .. 

l,urrent 8!1 18 18 
()el_.., ... d 1!101 (SQ C:UI 

fotal 140 ' 11& ' 110 

(It ,ll... ...... IJ··~·IQIIIJ/" t., ,.,~,, nJ )/I '"~ 1ft-~ ''0',..., 
o'l "''- 1•1 ,. .... , ., III!J• t•<- to""••• k>J -· ..-Jlf­
~ ,,_ ,_.,.IM_,III--.IW•••""""9'""'-.... ..,. 
t'li WOC"I ,. ........ ..-.:t .,...,~ aJ ,.-tine-' t~ ... .,. .-..:_'1 ._.,.€.,.,.,_, 
"-K"IIJ 110 ~~ til't tl!tiJII• l'flt C:Ufl.nl fAI ,....,,, t~ Jf r"*.ut., ,,.. .tWI 
J J ,..,... ... f P)f ,.........,.., ''"'" t'W ,._ .. ~ ftl ,._.. tlflilllt4'.J't ,Pd.A:._, IIW 

... -·~,..,., .,. .... ,. k..l(tt ,. ..... ,_ ... ..,.. _ __, ... _.,.,0,_,,,_ 110/_ ... __ .,._ .. ,..., 



'"" clofteoerw:ft ~ ancon. uo•~" to•Pf'C•C!'d •• cnr 
'-1 S foae<al toii4"'11'Y ancome , .. , ... _.., lfiC()ft\e IA•o' l•rc, .. odN'l 

•·~ a\ W'C forth beoba ltte> tNIIOI\shlp Dft_.n won•r bclc,<r 

.ncome uoaes and anc-uoa eapenso '" mo~l aiiKird tly t~ 

a"""''' .. .., ol goodwill end certeen oU'IeJ ''"""',.' 'lolalrm<•nl 

l'lp:n~ !hal 8fe ~ OeQuc~ 106 11\COitU:! 1111 ~~ 

_,(._.,~, .. ~ , .. ''" 
,,.. 

-----
'-•~ on .ncarN • u S 

feOe<al ~•ucory reu ' 1 ' 31 

St~tte ari(J iocal uxft, net 26 11 )0 

N~urtrblc qooctM11 

ltmotl.tl ltllon Ul 100 Ill 

nuw, '"",o..(Ju( ulllle e•peonws 10 10 10 

I f••...gn .w::omc ll•ed • 

doftC!f(.'nt rMe... 111!( d U S 

lore!09" c.t• cl1!dtl!o J 

Othl'' tUl tit 11 

,~, I '10 ' 116 ' liD 

S'9floltc;ant componmw!o ol Tufte• w .. ,..., .,IV'I dt-1••••4"1! 

t•n kllbolttlt'\ are IS folllwn 

'*- )l .,._., ·- l'I'J\ 

A.ueu .c~ed In~ combnM~~:~nt U.1U s l!Mi) 

Dept--ciauon lnel.,..,.nuun • 1111 l?ll 

UIYUkled IPI)fedalon 01 ceruw> 

m,_euJblc ~ IJ"CIIS VI Ill 

OU'Ie< • .,, lee> 
Ol-forrl!'d uu lo~ t.1t• t.l6l 

la1 CM/)'f-.0\ Ol ,.. 
N:.cr UI!CIIoebolll~ Jn llll 

AKetvabll' anowenc~ ..:1 tf'I.LII> re"'""~ nz .. , 
or,.- no 1oe 
[)t,,..,rl'd ttu !l.,wt\ 11Jl 841 

Nf!\ 111'1,...-r~ 4\1 llatii~IIU ,. 011 'l 41Q 

U S lflCnrn. ~ lore.Qo ""llhhcJid-.g uo•e~ nne not 

DerrJrecordccl on ~•.Uy ,,.,...,~ll"d cafiW>Ojj\ ell rot,.,gn 

\...OO.tdeafoe'!o 4199'~ appron·notllly 5860 rnAon "' O«C'I'l'lh"' 
J 1. 1996 Dete•m~neiJDn ollhr amoun1 ol Lllfecovnot4"1l <ielr.tr«J 

U!. lliC- t•l llaD!AotJ WIUI retpOCIIO ~h VltfW'91 t~ not 

ptiK!ICIICH H WCh Mt...nv\ Ill! •epMI<Med llddll-1 U S 

tncOofiW' and lor1!19" ~gl.nl!\ "''' '"'bt.Yit1111011y "•~WIO 

to tw· nlf'l.f't by tlw a<:c-.-.yu'lljjlot~" '"" crf'CIIt., 

.. 

U '.» '-tlrt11lta. • ll"yfCllw.,ll' al Oeumbot J a. 1'1116 

t.on\1\tl!d oi11':J1 lllllton oiiW'f oper1tng loun. U I miMIOro 

ollatrtglllll errol!\. S 106 rm111011 ol ~nvnUnt•llltlla cr~ 

and S!>1 mtiiJOn ol altt'•n•t•ve mor•mum Ull cr~s lne u!lkll· 

110'\ ol certain c.tt•yfo. ;;llfd\" ,..qec, to l!muuon\ uodet US 
l~al.ncome 11x ta.on. l•ceptlv !Ill! all.,,...,, m~n~mum 

tea creoct whitt- do not e•sw.- the O(h4!'f US fedefalta• 

ca<ry'fOI'MariH ••P'•e tn ¥11'Y'"9 amounu alo lollow1 101 InCOme 

••• leopot\-'9 putp<l't'\ 

.... C••r'"'•!"' -- ...... ,......_,.. ••• • •• ......... ID<oM"' -· er.. 
--

1911 l ' 9 ' 1 

1W8 ~ u 
19119 s 6 

1000 • l ,, 
1'-Mfteo '4J tn 100& 731 ., 

'J~2 1101 1 31 ---·--
I MA .. OAfOIULY IUO. tMA.Ll P.(f(JifUO stCU.IfiU 

In Auguo.t 11M!~. ltlnl" W•rncr i\~.-.cl aptWOIIII\M~)' 12 1 rntfiJol\ 

(.~y·obltqMCid INto •. ~IOf~ r~atJII pntlatiQCI SGCIICIH 

d 1 -..holly ~<l 'W.tb~y rl'l RC S "J lOt IMJ9'01jlle gton 

p!OC"etras of UJ• mllllort The \.Ok'A\sel'l d the ~uo\IGiry that 

11 trv bllgGr on I he l>f 1M: S lilt' Ul' molllon pnnc!f* -ounl ol 

•% ~uttotlltnlll"'!ltltllr!. 01010 hme War,.,., duo !:>Kember 2l. 

I V9 I Culllulacl..., ca~ CJ!t.lltbull()f\' 11111 payei*J 0n tho PE ACS 

ac •" ... wal rate of 4% The P[ ACS ar11 tt~andMat~y 

tVOeomabla on Oec:e....,.. 2l. IUW 7. lor •n amouN.,... P( RCS 

oqual IO the leiMt ol n• 41 8fi(J the It! ark~ vall.rfl ol I ~ ~Nti!S 

o1 eommnt~ \lock ol Hnllro on 0..-<rmbfor 1 1. 1 Qlill Cal adfu..,lu!l 

lor tho Ha'-Ofo Stncll Spill). p.IJIC* on Ca'\h or. at ,..," Watner·s. 

opltnu Hnbto com...on \101 k T ..,,. Will• ftr MS tr:. ''9'- lo 

r~~ntlw PEACS 114...., t-ptOOtlO Oec:-bllr 23. li97. 

,,, an amount por Pf ACS PQYalto l~· 41 lor rn Cf'fl..,. ~mtlea 

crrcum1t.ance'\ IN len., ol \Uf"h •lftt!unt and the lftant~ valw 
ell 1 ~ V>ar•• ol Ha~oblo tomllle)tl ~ccxk at •ne tome d tldemp 

t•onl plu\ ec:crUCKI!N'cJ unpaid !IIWrD.tltOO• ,,...._ 8fi(J • 

dccltnng poetrllum. pa,.able"' ~nn 01. at r •me Wltn.f ~ opban. 

Ha!ot)JO C()ft'mnn '\ICXk 

In DK<·moo< lliil~ ,_ w.,,_ t\\oue<l apr•oo..,aloty 

1) m-.n ComP"nr 01J1t9ate.dl lftlnelalo"IY ·~ 

prf04.,.-r«J _....,.,,,..,.,,a '*"M'IMY OWJIIMII wb\ldtary ("Prel.,red 

Ttu\1 ~~~~~·''I tot 89~'ec.illllt' 'il''"'" proce"<l1> ol U" "'~" 



Tl\e <oalc UWIIS ol Cho ~sld .. ry IMC 1~ lhe ~~ nt1 lho 

Prel~rf'd Trusl SecutlliH atO Ull1 m1U1nt1 ptlACipaJ amount 

oil 718% ~bordl"--ed ~life., ol Ok:l TWM WAmrr d~ 

December 11. 2025 cum ..... lve ca!loh d .. lrlt!UIIM!I. .... P"Y"O"' 

on ti'IC Prete.,ed Tl\l!lol 5Kutlllf!!lo at an anf'IU.Iraco ol I 111'111. 

lhc Prefc.-red lru~ Securc~es are -na.cat•y redoc>mabiP lnr 

cash"" Doc:Ofltber l1. 2015. and TlltM _,,... hn tho 'IV'" tn 

·~m 1111t Preferred''"" s.c .. ll.io!lo. 111 ~ n< ., p.,. un 

'" tllf't [)n(Ofltber) 1. 2000, Olin Olhc:' Cl'ftiWI (IICLII'I\I&nC<~ 

on each cawt a1 an -nc peo Prel'f'red Trust Secur~~:y oqual 

to $1!> plus accr..-ct and 1.111paocl doWIOuiiiOI'I"' ltll"l'r.Ofl 

TitTle Watntll hM tena•n oC~oVa«~Gn\ relaltllCJ 10 \toe P[RCS 

ann tr>C! P•••lerred Tru•c S.CUI'Ihe!l. -'*h ~ . .on~ to • lull an(J 

ur,.,nthliOflal guet.,.)' lon a !loUbordlnMed b • .,,.,, nf r.oKh 

\UC!Ioldtaty S ~~ -ch lt'SpKIIt f'fi"IO 

In Apttl talMo, f- Watnl!r raoW!d llpPIOotmalcly S1 !o!> b*-.n 

ol ~ I)'OCC'C!O\ on a P' '"'Me placi!IIW:'tll ol 1 6 rntll•on '"11•r\ Cll' 

10 11•% exct>...nveal:* pell!fr«J "ocll ,,.., ''~>'u,.ncr/1~ 

the Catnpany to reaue c•!loh ptoceods llvflU9'l• -..c:uucy who!loe 

;;a,-nc terms •re plnCtpelty -.ed (....,tel a tC.'OI911"'ZaltOn ol 
TW( occurs. tl anyiiO a poruon ol litTle Warnl!l's c~rconuy 

nonush-~al"'9 nOI'osl 1n 1'- SarlO~ 8 C•prtlll o1 TW[ 

the poceed!lo ra1..act frG~n 11'11\ etattMCtoon -• I.IWid Dy ,_ 

W.ttne• 10 ·~e cM!bl As part of tile TBS TreowCIIIII'I. thoK' 

p<eferriiCI !.h.tte!l. _,. c-C!fled 11110 r1!91Uet-cl s.hltes ol Snr...s 

M ••ct~engeeble prelerrec:~ MOCII ... , .. !l.ubs.lllftt ... y o0e1111( •• 

tetn" (" Sertes M PrCifettect Stcxk "l 

Eacn wwo ol S.tes M Pre{eaoq SLOCII•• ontttll!d co a kqu•· 
dahon P'rference ol 51.000 and l!fllllle!> lhe hul~r t~W!froltn 

rece1ve cum,.._ dividend!.~ Ute rate o1 10 1/4% Pf!" •""""'· 

PIIJ•* quan~ly tlllft ca~. to lhr eatrn~. c:J an amo .. u cq""'' 

to tl'c Pro Rata Pierce~• I•' Of'hnl!d ""ltowl ml.llttpltN:I by ""' 

a~ ol ca!loh dl•lllb-• tee c••voa Dy INfW' Warnf!f lrnm IWL 

-n respect 10 ou .,.., .... , '"the Soorros 8 Capot.al and Aer.odu•l 

Caput ot TWE. ••c1Uda"9 stock opco" rt!lat.O d•'ol•lbul.ons 1r1r0 

certeon Ill <eteled dtSlntlutiOM (COIII'CIIvr.ly. "Eh91ble TW( Cn<,h 

Oistnbullon'\ "I. 01 (1110 1~ toatrnt ul any balnnce, 111 1 '""' 

Werrll!r " optoon. ltl on c••" or (uJ "' k•01d. thtOUtf" l.hr os\Uance of 

600otronal ~a 1S ol SeroK M Prel,.rre<J SIOC:II Wtlh an 199'1!9'JIC' 

loq-..daeoon proleretiCe ~to th«' amour• ol ""'" dividend\ 

T!w "Pro Rau Perceruve· ''equal co IN ratoo o1111 the aggro. 

gete llqu~ porel.,tonee ol 1"-Oo.ISiendlllCJ ~"'u ol SOlon 

M PrCif8fred Sux:k tnciUdllwjj any aa .... r.Mted and~ 

tlMdends tn.r.on. w 12) T ,.,.. Wet ncr ·, tote! ,...,.ey .,., tilt! 

•• 

Se< .. , B Capttal nl IWF. oncludif>q •"Y undl'llr~ed pt'onury 

capital rcrtutn th«'r"'" 8~au\l! ca\h IS\Itii:IUtl(lfiS to flmt 

Wemer wllh re\llt.'(ttn o .,..,nl\ cn tile Sertea 8 Capital ond 

Aoeadulll Capr1111 nl lW£ ere ~~-••v •••~"''" Uf\l~ J.- 10. 
1MI end ar~ "'bjl!ctto 8ddleoonot kmllatJOMt,..eaner under 

UWI TW( pe,,..,.. ",.P oqr-111. T mo War not fin.,, rwA Upk I 

lo pay ro•h ftlwtdo<wJ' on I hit lc••-ablo futuro 

The Set It'~"" Prell'"ed Sccx~ "'oy tMt rCKJeemiK! at,,. 
optiOI'I ol TitTle Worner . ., ~tc or cn pat!. on 01 Iller July 1. 

1006. t.Ullji!CIIO Cetlatfl ConciAIOn~. ,M on --..M pet W)are 

equal Inn~ hq••datoon pf'fNconce plus acc"""'t•t~ oM 

ll€crued and unpaid drvoodenG\I~oOil, lint' 11 d«httrroq ptC!mtUm 

thtOtHJh J!Jfy1 J010 llhe ·opecc .. al RPdc!mptoon PI'ICe·l r,.. 

W.ttner "reqwrecJ tor~ ,hlltC\ nl ~er~5 1\A P•el~red 'Stock 

rept"OWflt"'9 up to 20'11., 2!1,.,, l3 113'11. 1f\d !.0'11. nlttw thOn 

o.Aio&ono.ng llfii.Mdatanoo ptPhtrl'nu• •II the \~•' M Ptnltmod 

Sloe II on July I of 1011. :ou. 1014 1na 101!1 ro!lopocti'l'ely. 

at on amount flquelto tlw aqgrrqat~: llqUid111oon preference ol 

tne nt.lftllle< ol \N<v$ tn no <l'd<"f'tn«! plut. accumu&a&ed lnd 

accrued end unpaid CIIWNJI'riO\ thfofeon Itt• ·MAnoatnry 

Rlldompllon Prlll'.l lnt1l peyfftC!flls rn ·~t o1 \UCh 

~IOtJ rectompuon Obl-aPIOon'!> nt1 anr redempc.on dale 

.-ellnolled to en- e<;ualtn UWI Pro Rata Pl'fcentage ol 

01ny colll dlll>.tflbutiOflt. raceNrd by Tome w .. ,., /rom TWE tn 

the precedoncjj yeA•..., c~t_. "'"h tr• reoomp.-. ol T1mo 

' ,.,., ., ll'lterC!\t 1n the *""' 8 C oplal ol TW[ end In 

conn«hOt' With crttarn cash OI$Cflbutl00r. rotot«< to lwnr 

Warnor·, ,.mes.r 1J0 thr Rno<1Ual Capreal ol TW[ Tho reoc!mpuon 

nlthll Soroo\ ll CAPital of fW[ "!loChe<tuiN to occiJI rataDiy 

~a lrve ye.tt pt'fiOCI commenc•~ on J~ lO. 1011 Ttme 

Weii'Wf ·~ roq&arllld 10 riiCMefn an~ •et~~atnong OUI.!Iol~ !.hal-..! 

ol Sene~ M Prclerre<l Stock on July 1. ?0 16 Ill the MAnoatOI'y 

Red_,.oon Ptrcc. 1'10_..,.,_ "'the r"""' lhAt llme Warnf'f ' \ 

,,.,,.,".,' 1n ,,.. Set''"'' 8 C11pt18l nf IW1 ""' ""' bllfln •e.W.mcd 
"' lull P""' In ,. ... h fN>al rnencMto• J •ock'mptonn date. pa)'ftlt't'U 

'" rc-.pect ot li'IC ,.,.., mandlt(lly rcOernptiOn oblrc;JAliOf\ oltne 

S«res M Prclat!f'Q Stoct on 101 fl w•ll be b'"'UHIIO an amount 

~ 10 thtl le'!>~r ollhe Manoatc"J RrCIC!mpuon P•t<e o01d an 

amo...c equ•l tn tlw Jrrn Rata Pert entAI)C of thr. Ia" t!lllllcct 

Vlllue Cd TW( (oct ulllUC!~I 111/~lllblo l:l r ''"4! w •• , \ 
lflll!rco\lc, '"the ~etoe\ 15 Capotalan<:l Aesldual CaJ.o,!el of TwE 

Up"" 11 •rot911NloMoon ol TWE as delll'ed on t!w retateo 

certtlac-~to oll$o'"Jl'alfllf1. lrme Watnq< mu1.1 DIN:\ •ulher to Ill 

excna..,_e e.-ch oU(•,\an<Jing "'ate of ~ret M Preferred Slack 

'"' v..r., ol• r- \C!trc!l. 0110 11•'111. e•c'*'9e•Diot preiOtrl!d 
\tocll (§er18s l Pteferr-<1 Sloc:ll·l or 1211Ubf1'CIIO COIU"' 

candllonn~. ·~"' 111!1 Olllt&and•"9 ~es ol Ser•es M 



PrcfC!rrC!d Stock at en emount Pf!f wwe l'qUal lo 110% nJ t~ 

loqUidatoon preference ti'CI'eof. plus ~tcc;umuiMC!d •nd eccrue!d 

-'ld unpaid dtllldc!tlds tnm.clll 01. eft&r July 1. 200b. et w 
0pt.one1 RtdetftPCIOI'I PriCto Tr.t Sortet. l PrC!Il'fred Stock hAS 

t.m>s ~ to those ol thlt Senes M Prcfe<rl!d Stocil. C!XCC'$)( 

thai (o) Tunc warner may onl)f pay dovi&>nds tn kind Uflld JIKIC 

30. 2006 1•1 Time Wat,_r IS reqUited to teeM-em t~ OUI!ttanCI•"9 

\h¥e., o1 Sot.-s l PrC!IIIfred Scock on JUly 1. 21)11 at ao amnurc 

~· ~re equel to IN UquldaUOn preference thefl'ol. plu' 

ac.cumulalnd ltnCiac.cruod end unp111d drvoelntlds thcr• cc.n 41\<1 

(1111 Tme Wetrlef t\e$ the opttonto cxdl3n~. m wt\Oir but nol 

rn part. SUilfC<:I to c;erl.lon concM1011s. thlt nou1J1ndtn9 .. ha• c., 

(tl Scrlf!s l PtefOfrl!d Stock fat T Ol'f'OC! W&rOf•f 10 11•'11. '!>l'noor 

Suoordmatcd Oc!OenttiC!> due July 1 ?011 (thl' "Sr.noc'f 

SUDOrdtneted OoiOonttiC., ") tuJvong ,, ptoncopll&rnoor,. l'4lO;:JilU 

I !'lie lrquod811011 pr •fOIIIf'ICe o1 U'IC! Sell«! I l Prefer• I'd ~toe k ~~h.;o, 

accruca atld Ul'lpaKI doYKIC!nds Lilc<I'Ott l111e<c~ on the- SclloO< 

SubordKlated Oebentures o!> PIIY~ on co!.h or. at Tillie 

W8tnen optiOn tlwOU9" June 30 2006. lt'l- loond ttvOU9f1 IN' 

o!.\uancc c:J ,ddrtoonel 5t-noof SuOOtctoNMI'd Oct!entLII't'., ..,,h 

a pr111copal amout'lt ~to SUCh lllll'<u\1 The Sen101 

S&.Oordttlllled C>cbenu6es may DC! redecme!d 1M the OJ!Ciflll 

ol J .,.,,. Watrtlll, In whCIIe 01 .n 1*1 01'1 or ell GO July 1 700. 

wqrctto ceftaltl condll~CWK. et an emourtt pet drbeolt~e 

equal to rU proncopel aMOut'« plus Kc;rued end unp&od .,.,,,..c<.t. 

Jllld a de<:h""'9 prl'meumtlvOUCJh July 1. 2010 

._ .. 
~ 

o-:;...-. ~ 

~s D Pref~ S&QCII 
'' 0 

':>croc\ E Pr,..cwrO<d SIOCir. 3 3 

SetiCs f PtcfcuO<d Stock )0 

<,C!I'If!\ G Prr.INted Stock 61 

St-r .. !> H Prftlr.ne!l Stocll 1 ~ 

Soetl(-'> 1 Prel('fri'(J St.c)t' k JO 

~IC\ J Ptl'll'f•NJ Stock ll 

10lal .. M "'QUI~ M OK~bc.-1 l I 19% U6 

11. SHAREHOLO[AS' lQUIJY 

St'wlrd\Qiders' eqlJlly ol Tome Warrv:r at Occcmber ll. 1996 

anc:luded 3 S 6 molhon <.t lite."!> ol conWC!rtoblfo ptcff!fred ~oc II. 

!10 6 nwla.on share.-'> oiLMCN-V CLU~ ComiiWlft StiXk 41nd 

!108 4 moiiiOn !thftrl'\ ol common !>lOCk lllC!I ol ~0 mAon \hat.S 

o1 common stock n uea'>ury) At february 211.19117, thr.t~e -~~ 

apptollmlltl!lt 26.000 hOlder~ of rrcora of Timet WartW!r 

common \\IX 1r. 1 "-'total~' flnt•nc:ludo tile lar~ numbltf 

ol lnVOMOI\ •htl holl1 \UC:h \hllll''llhtOUQh bAM!o, b,.,lltlf\ 

0< othC'f (ld~KII\!IC''o 

In Ap111 1996. Tun<.' WnrnN !>Board of O•re<.tots &UU\Oiiled 

11 prooram to rc:purc 1\e\c from tome to ,.,,,.. '-" ID 1 !> molloon 

\hllrt\\ o1 Ttmc Wnrr-.•r common \lock The common <.lttrlo 

rupurclwl\nd IXIdrr ctuo ll•n<J••n~ ,., e•JM•• tod 10 bo U'>t•d In 

!>alt!ofy IUIIJ(C !>hlltC oO,\UitfiCl' .. rl'il!tt;J IO thr I!U!Ito<oe 01 c.-•rsttng 

emplOyee \lOCk optoon\ Act Lilli •rpurchao,.r~ on any ~·lod ..,. 

~ !oubjc:ct to"'"'"~"~ c.oroaotoon\. A'o ol Dc.-ccmocr ll. 1996. Tome 

Watnf!f hlld IICQlHrrcJ llpproaomotrly I I 4 mtllo()n !oi'IIHC!> ol 0" 

romiiWlft t.tock lrJt AnllgQtt!qott,. ro'>t ol S•!.r. m•lllon ~uch 

rcpurcha~s wc:rc prorocot~olly funded -h botrOWtn!JS undeo' 

the! Stock Optoon f>IIK~\ lr~ot r acoltey INocc 7) 

Duling 1 !Jt6 111111 1 YIIO, I urJf' Wartlrf l'o\ll<>lt IIPJII o..,net .. y 

}S 8 mlllloft "IA/1>\ rot ( I~IYf'fllble j)lrii!III'C1 \1.-.llllll ( (lfWll'( tJon 

Mth tho 11 OCHU/ln\hoha Trao..aciiOn lind lt-. acquo~m 

ol KOlCOM. Suonmot and CVI Soct forclll clow o!. a -'Y 

oltho prftCtpAt twm\ ol l omr. Warner's ouhl111'1111ng t\~S 

ol prelur~d $lOCk 

11-ol 
.,...., ol 

~-~· 
"'-"~""' 

t, .. ,,... t ....... ~·-c-- .......... hCNnge 
Asd• ·-

~ u.. O.• Dell 

221 11~ U61QQ ,....., 
68 lf4f(l6 114101 114/0t 

64 1141'111 114100 114/01 

119 91~19~ 91~199 )1~19i 

3 J 91!11(1~ 91~100 91~/99 

146 101119~ 10Jlf'j9 lf)/1/99 

68 ~1.'19~ , 1]{98 ~1]100 

'" ' 

., 



The prtnc.pelterms o1 eac:ll ter•s ol c~llble prafc"~ 

~tcxk •s'>UI!d.,.. 1VSJ6 anc1 tns l'lhiR Ser~ o Preletr~ Stock. 

the 5crte\ E Preferred St~'k. the Settel r Prelc!lfC!d SIOCk.. thO 

Scr.es G Preferred Stock. till! Senes H Prelorred Stock, tJwo 

Series I Preferred Stock end the Set•s J Prefl!f,.d Stock ana 

collect~y. the ·co.wenlbMt Pral.-red Stock·) are <otmtlar"' 

ne111e. unleu ochetlllftM rw~tlld bc!low [.ell <,hare ol Corw""''*' 

Pteler~d Stock: (1)1S enu&lt<lto 1 ltQuodatiOft p~elerence ol 

S 100 per share. 12111 .,_.,,.,ely convOttlble .nco 2 0826• 

Shere\ ol ltmo Werrwr Cl:lfnrnOn stork II I CCWWI!r\oon ptiCf' ul 

Ul PI!' "".,• lta...cl on •s IIQUt(JIIJOn "llueJ, nr rpt thel \hall'' 

o11ne Ser•n H Po.terrlld Stock.,. 90"""IIy not convl"toble 
unctl Scptt'mbef 2000. Ill f'I'ICttlcs tile r.Mdct therrol hi 10 rco.-Nn 

IO< a lOll· year perooel from till! C:S.te ol IS\wence (or I hvc year 

po<OOCI ••th respect to the Ser~es E end Sene-. J Prf'ft-ttNI SIOt"kl 

•~ annual onndend per 11\are ~Ito lht 9fe•t"' ol S l 1 !I 1\tod 

an •moure equllto IN ~m petCI on lht T omr w.,....,, 
common \lOCI! no wtloch eecll ,..,e ..,..., be' conven~ M~d 

{u)to 1111! BIAet~thM 1f1r1J ol \I.ICh WWH ol prC!'ferred stock rome-. 

outs.~rli 11 the .nd ol ttto periOd 1n wtoocn tho m1nin1U1" 

I 1 7S pet share~ IS to be! paid. lht "'*'-'' thltrrllllr!• .,., 

~~-• dividends ~qUi~!· to lht ~s p..a on \hate\ ol T omr 
~.,,.. common MOCit ~ by ttw """'boo' ol\hAt4'\ •ttto 

whlleh lt'tell 1\he<BS ol pi'eferr~ SCOCII 11'8 Convert~ ltl1d 

(4) UCepl lor thr Senes H Prtietr.cJ Stock whoch IS ~til)' 

not c>ntltieo:J to YOte lfMJtles Ule IIOI4Iff lhefeolto vote '"'Itt! 

the common SIOCJit"*'tu on aM mauers on wtolch tile common 

stockhOidf'rs •• efllllle<llo ·vote. and eecr. Vwlfe 01 \ 1Ch 

Lonv..-~bN! Prelf'ned Stock'' e~lod 10 two vote\ on 

.,,. such mallet 

Twne We~I'IOI' hilt. tr. ,.,.. to elchango 1 •KPI ~MrS ol 

Conii'Ofllb* Ptel,.,rlld SCock lor T- Warnc•r comrN~n ~lock ,., 

!he Wale-d c:~lo!Ofl ptc:e ll any •- on or efter lht '"~love 

eac:llanQC date The Seo"oe• J PIC!'ferrea !.lock·~ o•cM•ICJe"blr- by 

the hokSc!t' bcgtnn.ng allOt 'lht' tlwd )'flit It~ tl<,. 4:111' nlo\\u.~nr ' 

1"11 D,. TtiN! Warneor liter U'e lo~h yu• a« tlllr 'Wntl'O tortvrr\H'Jt' 

plot~ pkJs a 04!CIIIwlg .,....,mIll yea" tnur Bnd I1W' 11110 M 

ptcmltl'ft tne<eafter In llddlllon t .. Wltrr• IHI\ trw roqhttn 

•rdeefl' C!Kh \e'rlel ol Con.,.._ Preletrr.d Stock ort ..,1'1<,.,. tJ 

tn pol' I. lor r Ul• M the IIQ•IIdltOn .,...,. pko' 19C:Puer;l ~Vfdend'!o 

•• any tm141 on or .,., the 111spcct1~~e ltiCJelnpCJOn dlltt 

In Jllle 1it6. fllwe Wartier exCherw;J~ all nut\tandorw;J 

~fl ol ~ ~ Scrtet 8 ~ad Wock he""'9 an 81,j9tr!jJ1tl11 

loqoldMean value ol 1611 ...-.,..lor app~oatn>Mmy I 1 mtlloon 

Sherii'S ol '""" Wltllll!t Comtnt)n WOCk 

P'-fiUII"l 1.0 T-War.-\ \l..,trlwlldc!f IIQht .. rtlan. ft\ 

a,_ndc!G, each~..,. ol T.mc Warner common stock hu 

aneched to 11 one "9ft(. wtooth becomes carro~ on ce<tdtn 

I'YC!nf\ 1nvolvong tile KQUt\111011 ol l!l% or m01r. nl the UM!r , 

OUUollndlng c01nmun \IOC.k ol Tom'! WarMr on a lully·dtlutf'<i 

bnl\ UJ)OIIIIIe occ'-froonte ol ~~~an evl'fll. ra.:ll tlgftl4'r'llllllo\ 

It\ hoidll< lo putChe\e let~ S 1!l0 I IV' rHifiOfflK roiUIValr!rtl (r/ 

C:Otnmnll stock o1 T~ Watner. 01 tn, rrtaltt ctrcum~teocrs. ot 

IN! KQulfO<, wo<th ,_.,. n much In r:onnHIIOn With the! pl11n. 

II INIIoon ~ha•n' ot p14'1ottrd \If)( k .,....,41 fr,l't\led Ttto rujhl\ 

•••pu• on January 10. 100• 

At l>rcrmt)rr )I. HI'Jb Tt11N' Wolrtll'r hlld "" .. 11ed IIPP''I•t 

matrly 200 molloon >;harr-. ol c:ommon .. lnck IDt the con..ct\IOn 

olets Conv.,ub6c P•clcncd Sloe~ ll'f'n cou,10n COftve•tobll' 

ntMI"' lnd other conw,.t•tllr .,1!("0"11("\. and tor lh!' r.prr.e\ .. of 

OUI'Iandtnl,j DpiiOI'I\ to Pll(" 1\11'>4! ~h.ltl'\ III rommon '>tack 

1Z. STOCK O"TIOIII PLAIIfS 

l•me Watr'GI r.as ver~tll.l\ \lnt.k opunn ~n., und"r wt...:n '""" 
Werner may 9'•"' np1100' to purrhe .. e l1me Wflrrll!r c:Otnmo" 

IIOCk to employee\ ol T""" WArner .tnd T Wl Such opiiOfl' 

.,..,. been granted to....,..,:-, ol T .,.., w .. ,.., and TWE at or 

rn r•c:M' ol. law market wM.Ie at ttre datf' <tl9'ent Accordtn!jJiy. 

"' •ccorO.nu 1111111\ APB 2!) and telalod tnlerptcteuons. no 

'"om~tlon co~ hes beoto •ecoc;J"IIod tnr its stock optiO" 

pier" G.ftJI!ell,,theopttons beoc:omo e•arcoubloover 111\to..oe· 

.,..., ve•unv perl[)(l and f'~~·e t,., ,...,.,,nm the ""'c otg•anc 
Had c:ompen~uon C:O'!ol lew T rml' Wltfrw'f !. ~lock opclon pla"s 

baC!n dolflfmoned 1:18'\lld Ol'lltlc fall .. alue 81 lhf: !jJfllttl OIIU lo< 

""_.,d, durww;~ 1 H~ and 19V6 u"(let tho.,t pfan., con""'""' 
Wllh the ml'lhod \r.l I01Ut e..df't f ASH !llllllltn4""' No Ill. 

-Ac:c:o.rnctl\9 lot ")(ock-8aWOd l~prn~ .. toon· rrAS Ill.), Ttme 

tNattwz~ ' tll!1 10\\ and IW!i 10!.\ per P~tnton .,hare WOYIO navr 

bl'cn toe re;n,.,; to 1 he p•o 101 ma amouot ~ rndte atOd belnw 

,..,,l,.,.dl)k .. ~ ,, 
• ...,_,..,..,. ••cep& ~ 'II*'W ~•I .... '"' Nr.( lOiS 

A\ 'C!'PO'' eo s {1911 Stlf>f>l 

Proforma S !lUll 1(1711 

NGt los~ pfJf cornmOI't \hlltl' 

Mrcpartod $11 041 • ~71 
r-rn lOt tn11 111 1~ '1601 



FAS 1211\llppkable orfy t" ._IKil apc10n•Q•anled ~M 

q.rnc tu DKember 31. 11194. Acccwdlngty. wnce Ttmt' Werne< ~ 

compens.atoon e•IJCf>M auoc:~aced wch such gtanc' ~ 
!)IIIW!faly be recogrwDd- allfVIIC!·,._. vewng potl()(l the 

onot.IIII-PKt olaPfiiYI'Ig FAS l2l on ptf• lorlfte ,_. n::nme" ,.,,, 

rc~e~entiMNe ol lhe pollfttlel tmpecl gn pro lorm.t nat •nr.omc '" 

future yeerr.. wtlco VIe ptO forma ~!~teet~ be fully t~tecl 

The ratt vAlue of each opt1011 granc ~ Mtlmateld on uv dalr 

ol grant uSing tn. Blac:At· Sci'IOIH opllon-pncwt~ rnOOcl *''h thP 

folowtng we.ghled •-• •~..wnpuons uwG 101 9•ant\ on 

1996 JlnCI 199!1. respec:thfdy OIYIGel"ld y~ 011'!11. on bolh 

petiOCI~ c•~te<l >~Dialillly of 11 1~ 11nd 22 3"' ''"'" lrM­

•ntere~t rate!l ol6 ,._,and 7 1'!11. 8ftdelj»CI2d ''"'r.~ 01 !> yrar\ 

"' DOCh pP.rtQCJ'\ ft• ·~I'd a'lt'fa~ ,.., vllluct ol an optl()ft 

grant.rd d .. tny the ye• was 111 S!l 116 11. ""'ol ta•e\) ll"ld 

J 11 9S ll 7 0!1. net 01 t.latnl lor thll ya.rs ended OocombDr 11. 

1996 JlnCI 199!>. re,pe<hvety The weight~ lvet-9" e•crci~ 

pfiCI! and IW vlllue Of an~ gt~ Cllltnog UV' Jflal AI 

p11ca\ e•ceedlnQ an. ,..kiM. pnce olltle stock on thll dMe of 

vranc ere SS2 II__, 1117 IS.!!I2l. ,_ Gf llltn). resptoe:ltwiy 

A summary of •octr. ope.on IICt'""Y ~ ""piAn\ 
ISM fallow\ -'II­A-· •- ,_c_ -------, s...... ,.,.,. 
&Lilnce •' Ja~ 1. 1 "" 7~.9~~ $ l004 

Granted 6 011 111~ 

E•eros.OO " 1611 1l !I~ 

C.-.c~ f1Sll 1'>14 

8aanc c •• 0<-<: cmbc< ll , 199• 11.111 ' lO 1!. 

GrA.-.«1 .. 0':16 ' 18 00 

[ •(.'I'CJ'iC(J !l ?211 11 If) 

C-.cdi!!G 1)61) J~ 110 

BaiOnc.r a• Dcc!!rnt>e< )1, 199!> 18 6 1i ~ ]1 lb 

G,.,.,.., 1141&0 1 4))0 

E IOfCI'\Cd 13 l'iaril 26 it 

A\wmed on C:OtlnllC1oQn ..-.t 

~ne T as Trt.~~~\ll(,ttOf'l 1:171l 16 .. o 
Cane rile<! Qltl 4011) 

~ncr"' Dec.~ 11 . 19'516 117147 ' ]1 91 

~11.11110 ...... ·- ''" '"" 
E.lel'etiiiiJie ll.ftl 16.2•2 61106 

-.., .. aable lor luture grarcs 8 011 7 684 • ••v 

•• 

lhe fCJtllowinQ tebll! _.,,1~\ info•matiOft at>out ~tO< k 

apc10n~ ~Slet>Gifl9 at Der....,bP .)1, 19116. 

n,. ..... 0··•"! .. -, np..-t·---
~ .. .., - •-•oo .....,.erl 

~~-- •o;,r-t ......... ~~ 
_ __, -· ..... ~ .... .,. 

L••t,... • 1//)1,. c.- ...... l••'(.IW •• 1/llll'ilf> l•ert:•'\.• 

... " ... ~ ""' ...... .,__..,.,. l'rco 

UndetSU l611 l,e .... $126!1 1.618 $12 6S 

S 1J 00 to S2Hl0 20 )13 4 ,ear'> 111 16 Xllll $21 u. 
S2~ 01 to U!. 00 1~ 11l .. ,.. ... \ Uli .. ll 1S'>Ii8 \19 H 

us 01 to s•o oo l~ )Wi 'Jyrlf\ 116 19 l90H U6 ~9 

S40 01 10 St!l 00 , , 412 . .,., ..... ~·} 011 4 814 S410!> 

S•~ 01 to Uil II!. 2 21~ 9Je81\ \'>1 )6 ?!tO S4ll }') 

Tn!AI !11167 \ J"l'8f\ \11 VI 11 d91 uon 

for optJon\eaerc~byempayN"' ot fW[, Trnt~· Wjlrnc• 

1\ ~Md lor lhllentOUrll by wn.-h tho!- ,.,.,ftC ~•k"' ot 

Ttm.- war,... commnn \toe• on lhlt ,.ou , .. n r1"u' f'Uflf"IJ\ th<' 
caerc•~ potte. or the 9' ..... Olltwo raet( l\e prrc:4! or U1 l!.lot 

QPC!On' 9f&ncrd pr10110 tfwo TW( c•pl ... lall1011 on Junc lO. 1992 

r ..... et ••• Jo 111111 "'opuons ro.ld by .. rnpiD)'I!'rs 'OI lwf_ .. , 
Oo!!crmbef ll. 11196. 22 I ftllloon , : wnic:tt ware e•e•ct'UII)Ie 

Ttme Watne< aCid u \LA.~tdianr~ hil¥e ddtne<l bCll>el•c pclf'l~ 

Jl~M" CO\Jtlttng ~oallly all dome~IK umptoyoe ~ Pertt.tOn 

betoefll~ ere ~w<l gn lOt mule\ th.tl ,.,llcoct ltwo ..mplnyL-e~· yrers 

o1 _,ece end tOft>pert>WUon te ... b d~•nq c.r ...... •mployi'IW!nt 

pt"tOd au.Wytng plan\ ate. fUNII'O on IICCOf(]ftnt'e -~~ 

QtDW'',._ pen\OOflal"ld Ill£ om. loll •rqutat~nn-. f'tan 8'\Y'I!. 

atr 111111!\led 111 equtl.y •nd lial'G one ono~ • ... cufll~\ T omc 

w~._ \common ilock ••preWPr>t\ appto•""•lel)' !.~and 6~ 

nt l)llln a<nCC!!. at ~C'mber ) 1. 1996 lltr<" 199~. rc:'>peC!t~cly 

Pf'nc.tOn r.prn~ •flC' IUOCf:l the! Jolk•wnt<j 

·-·t-0.-)1 11'0-1 ·- ,,.~ ltii>O 

Serco cOil tO ' 2t • 34 

lltiee<f'il 'O<W 64 ~l !.0 

Actl.lll return on plan •\\C't \ C'll~ Plll Ill 
H~ ~lolfrnn MV1 <J..,.,..,Itl l1 II 14~1 

luCAI uo ' 34 ' ]7 



o..-JI ........... ... 11U -------- -~--r 

AcC~ft~Mled beNf• 
ol:llog•oon ~ ve1.&edl ' ~!.0 BH 

f II«: I d IIA"e ~., oncra.Y 110 

Prtlj«lt'd brf..,lc obhf,jDIICifl l6fi 

Plan a~\C'l!> ill ,,.., valw I ()I 

P•nt«ll d bc"<W'Iot ~-lOti 

., ere~-. ol '-*" MW'\C. l~bl 

LJtl.'lmOI\IJNI M:I--W 10'>...,_ 1 

Unarnortrzc·d ~n a~ l 

(){111!'r Ill 
AcUUt'CI pcon"ooirr er~ ' (~31 

= 
lhr lollm•nng 1\""'IJIIIOf" "'<!fC 1n.e<1 "'ec:counU"Ij 

101 ~out"' pl.eni. 

Wleq'Uod ·-· ~ , •• 
AeUJ'n on p6at\l!r.~ '> 

Rat<!"' onetell!oe Ill C~IOn 

'"" 

1!12 

llfr 

(,4] 

Ulll 
\14 

l 

(101 

' 171 --

[mplo~ ollillle WIIAI!<."\ Dpl!fiUOOS rn foretQft COUII(IIO' 

P""" IPI'It' IO ••'1'"9 dt!9tOO~ rn Inc .. pc!ll\100 ~"lint. ...._ .. rfl 

the lgg<ecJMc: .,. not S~VnrfC:e,.. 

y..,. Wlfr.t llho "-' certarn deflni!CI Corl.r~oon pM!n, 

onc.kldooc;J SA"""9i and ptof• \h4llf1V p&lt\\, 11"\10 .. tt.ch l.he 

crpcmc.l' amounte<llo Jl7 rn .. 1on., 1196. '!11 mrHoon rn 199~ 

and 1!11 molloon rn ll94 Cant~rrbuucYI'>lO thr Mv1f19s. piA•' 

aoe l»r.to:l upon a pc!fC4!flla9e oil'-' o"'piO'~' r.locted c 0£111" 

tluton~ Coni/.Cutoon .. 10 the prdll ~"-'.-cJ pqu' ~re ~r.nr<lllly 

o..-.tfmrnccl by "'~ ll.nd .,pptowecl b-, ·~ ooord d 

OOIK!ot~ o.t the patliCipelllft9 Cotnp.tiWt\ 

Ttw! ,.,..:1"'9 value ol T- W.,net s. r,..nc, .. ~rumeou 
•pp<orlfl'lale'>law value. e•c-sM ·for Glllerence1. *•" •e<,peet 

to IOfl9 tem. lrr~ raiCl a.-01 AOCS relatrd tNatP .1 ret• ~-lip 

to<WICI!\ lf1(J CC<tatn dtll'.-.....cr'\ '"iatfld IO CO~t tneenocl lfl~.,'ot 

mentJ. AOCS OliCir hnlnC.ioll '"'"~• ..tltch arr, not 119"'f\Cant 

r,., fa" value o1 r~n~nc ... """''~'· wc:;h a~ 10f19 •~ oet11 

and IIWelo~lo. t1o ~..., dotet.-.ccl tly rofCtenca to_ .... 

•• ...,.., •••u '""<! f•c.m uldng on a natooiWI ~urUie\ erc.r.wv,e 

•• 

011n en o..,.·the-caunter market In <".aMt ..._. quoteCJ 

-IIGC ptten are no1 avallolblr 'IUtfl n for dettvatNe fillanc••• 

ln\lrumeont\ lltlt v...,._" bllud on 11!\hmalf'\ u"IIQ prl!\cnl 

.... uo CJt otnc-< v8lo4ttrntl tee hnoqUl') 

""~••• •••• 81U. w .... e•-• lnh•r .. ,t rate ,...,.P ronlrKL\ 

., • .-ct w lldju\1 1M JlfUJJa"tlntt IJitotalr,.,bt that I' '''11.1"''1 

In var"'l>lfo end lrud lrllii!IC'ot <11!1'\ Under rnter~\1 rate \WIIP 

c.ontrac.t\ u..: COO'ft~ny "'''- .,._,to !)I)' an_,. aqual 

10 a 'p<'C'"W'd floallfl9· '•'" or ont~~ Uml'\ a nouonat ptiOC:tpal 

llntOunC. 11\d 10 tr'<I'IVC In , .. ~n lfr llftftUN ll'qUII IO I ~rloed 

lrri"CI ·••te ol tnlt!rnt trmcn 1M umo nolOOI\III ptrncrpal amount 

or, vicC' vers.a to ti'C~"" •lloeelf"J·'•tc amount ana to IJII)' • 

lr•e<l· ratelfhOullt ttw no110""1 -1'1(~ o.t the t.o,..rec:t\ ate 

not o~ct~angecl No fiChe< Cll\h pey,_tu .,. m"dcr Ulllou thft 

CCif\tfiC I 1\ l_,ftW>Mwd pt.-,r If'! mMt••"1· rn ""'tch <I"' 1 .... 

11'91CH611 patd 01 rKtM..wd 111 \etl..._,. I\ ntabliv.ed 1>y ~.,.. 

..-.t at IM t.,. oll.,mwwuoo and "'...-y repre\OIInU. the nee 

~nl veiLW. 11 cutrf'nl oato'\ ol r.were~. oltne rema•n•ng oblog 

IliOn\ IO UChl"98 pll)'lnenl .. unclcf the' ll'ftnS ol tllfl CO ... III(l 

lnUirMl race'~ c~rarf\ ••• l't!Cor-cJ a>to -~~ • number oiJ 

lfteJO' INner.! lrli&ll~A~~Wa '"ClrOC!f to miNrNia "e<lolnU. 

fhe flirt amounts palO 01 pa'f"bba. 0t •C!C.....cl 01 rtcatvllbkl. 

lhtOoiQfllhe Mid d tho 1tC Counl' '"ICJ periOd All <nclucJod 00 tniG"I!SI 

111por 1o1 8«1UM n•aow rare '*8P CD,.tKlll ... uud 10 

~·., !1Ml11111fnt c..tolfa"•"'"'' oll•mf' war,_·, ouutan<II"Q 

debt f- I rtaoQIO I fln~IOV rete bUI'I. 01. VIC I! VC!f~. 

utweaU-cJ 9•n' f!IIIO"\VS on wwere~ rat I' ,...,,.P co,..,ecn .,,. 
nne rec09f"l«<tn oncome .,.,, the contrec:u ere tetm_.-cJ 

priOr to their mi!Liflly Ga•n~ ot In\~~ on al'ly COIWIIC.I'I. 

lrrmtnoc.a "~''Y .,e CW4e~rt't.l a rw:J -1111/e<IIO lnC"omcl ow.• 
till' remttrN.nve._.,aqe We ol tiW' ll!fmoneted COflltll'l"\ 

At Oooc~ )I 111111•, flmC' W.,ne, n~ rntoro'l.t rate 'l•ap 

I'Unloi&CI!J• tO pay flo.at~ rrllr.". <>I tn'lll!fl''\1 CIIVf'lilgr, \II motllh 

1 18~ rete ol !) l,._J and rr< ""'e ftu~CI rA{e'\ oltnte•ll,l 1•-•98 
••"' ol \''I on Sl J boiiiOn n()(IOI\AI amounl oltnOubladnes.~. 

llhc:h rewlutd rn apptoaomatl"fy 47'11. ol r-Warnr.r' \ uno:ll"' 

1'1109 ~-and •l~ olttw'debt of fllN: Warner and the 

Entl't-C'fll V~(Omoonec:l toaonq ~IIOVIIflablo 
ttl(f''"'' •llir.'\ The ,..oonatamouot (1/ <lUI\land•ng contrert\ 

b-, '1•., ol matL¥lly 11 Occ...,bo!r l1 19'ru • n follow 'I. 

1 WI \100 lrulhOn lll.,.i· S 1 l b6on erod 1000 S400 rl'lllhon 

AI OecernOet ll. IIIIlS Ttme W.,,.._. h<ld •1'1(010\1 'Ill' \WIIJl 

r onltar" 011 $2 6 b<lhon nti(ICI,.I tmount r~ lttelehtf'<'lrle'l.'> 



811wd on .,., '-vel olltllllfo~l 'M"' ptiiYiillnQ •• 0."1 ••u•l~rt 

ll. 11111£> !he latt "-"- nl Tom~ WlltNif's flutd '"'" df'bl 

~aceede<J ''' cat'l"'V v-'Ue ~y 11) 1 ,...,.. •lid" woulcl hllv• 
tOY S•l,...oon to teo-IIW\M~ .,..,. rt•lat .. a ontl'fe\1 •at• ,., .. ll 
roi'IU .. (I\, MilCh Comtlonllcl "lhfo <'q .. viiiOfll nl..,. Ullll•.lllllf'd 

lc"., of Sl1• nuiiiOt'l 81Wd on tlw lrvr4 ol tllll'<f''ll ,..,..,..,. 

ptrvatlong at Oe<et~ 31 , 199!> 1~ l1u vnlur nl 11.- W,ottl('r '> 

h•ltd .rate oobC eacC!'edod 11" c "'' ywog .,...._, by S •o 7 lftdlo(N• 8l1d 

II ..owtJ hAve c osc Jl llllllon ID ll'fmmMe IS 11'11'<«.'\1 •o'llt \w;tp 

canuacu MilCh combonld Wl\lhe rqUIVIIIIt,. ct11n urvrail1od 

lou ol U 1 6 mtlhoo UnreaMJeG ~ams 01 Iones on do be 01 

;nteres« r.rr swap coruacts •r noc •ecogn11~ ta r..u.nco.'l 

•epattll"g Jl"po~ unAeu tna ddJC tS reuroel at the ''"'''a<l\ 
II'C! ~arm.nat~ pt'IOf 10 ,,., ·~uttey 

f'haflr,l"\ tn CIW unreMIIf'd Qlllll' at kftvs un lllll'fr" IIIII' 

.,.,.P contr ICI ~ alld debl do noc tnwll In the ;eallzauon 01 

eaj:Rndltu•• of ca!!JI "'*''tile CO>nlrKI\ are lf'f,.,llled or tho! 

Clebl t\ reved H-. bat<Odon Tome Watnttr' v11rllltJtlo •lllr 

Cleet and rl'lalrG .,. ... w rate \Wip contract' OUI\tandlt'g 111 

OecomDet' 31, ltH. each 2S baWl,._ ~~>CreaM or oocreue 

on !he lrvol of lftCOfeSC r•es would. rO'Pf'CI-IIy. IOCII!II'W! Clr 

decte.tw Ttme! W11ner't. anftL1811ntt'rtrs« napef'M anc:J r('lalrd 

CII!!JI p.o.~!o by IIPP'Oa1101tlle4y $ 16 ,.tltoon, IIIC!udtng '6 

mrkln rto~e~.c~ 10 rotor~ ••• twop conttac: IS Sue" IPOCf'fll•ltl 

1nc•e•~· ~ 01 ~Xc•~:a.,... o~re C.sed on cetunn "lft9lif11"9 
U~ptiOOl, lnC!udorlg I COI>\IDIIC ll!wel ctl v•llb .. rate dthl 

....:J telalod fllll!tl\1 , .. '!.Wip CMI<IICI\ cla6""V lhe pt>riO(I llt>d 

lOt II m.tuorlll.'~ an ~e. acrov.-thr bOI!Id ~·ell"~' ot 

de<rea1ot rn the k!vet ol .,...,~~ ratr'> -11'1 no Dlhc"< \ub'"'4"'"'" 
c,...~, tor thr rema~nGer ct1 lhf- pt'ttnd 

'••• he.._...,.., Men .. -1 looe'9ne~eh."'9f' 
conuactt ..,e uMd pr-lly by TWM W11~ to "NJ91' uv ,, .. 

thee YIYIINIItrd or 11&110 rOJafUn'!. llld lleenv 1-\ .OWC)d tn f rn>t: 

warner Ot TWE domosuc C:Oiftpei!IOI lor lbf! Yle 01 ....CICIVIII'Cl 

Ylr ot U S c.op)"'l9flled p;oaucu •broad mlly ~ aaver...cty 

•fleeted by c,..ngn'" tor~ CUII<ency nc,..,. ralr'\ A'!. pwt 

c.l •ts 01111'1'1111 '''•189Y to~ the ""'••• nl oopowre to ttw lOW. 

Of foreogn cuorl!'fiCy ••C"-"9~ rat~ fiUCtuec-.,, Tome Wll­

"'-dves a p01t10n olu and TlhL ·, colftbii10CI foratgn curronc y 
e•po~rt. .tniiCtpal~ Ollref die ~n•uong t-'ve month panod 
AI Oei:embl!f ) 1 I ~116. T III'C Werfll!f has alff'C lfWit'Y ~od 

OVpt'OI.,._. ... , l'rall/ Of !he CQ!ftOrNocJ e'!.INNIIIod lorl'tgn ~Utfrenty 

upo~e\ ''* pt'IIIC~Y relateiD antoc:~od Dlh no- to De 

teM,.Iod 10 the U ~ - lhe rn..~nq lwelwo mor1th periOd llt""'iJ 

fnrl!lgll lltllel'lgr> C, IOIIII.III.I'!. lhM Ql'llf''lllly hlt¥11 matUIItlft\ of 

lh<M ~"' o• lr"" whoc t• .,., generaUy rolln<l nv!Df to ptoorrdo 

cnnUniMlO c~ agr thtnughout trw ~ 111 I omr Warner oft,.,. 
cln..,., lori!Wjj" r•c"•"9" cunt•IIC'~' h:t f1U•chll...,'9 an niiW141""V 

J~<•c.l .. ~ tonllwt At (Jft< o•ftll>llf )1 111'111 ltmf' W11rn~t hA<I 

c unit act\ lOt ,,..,. \nlr nl JU I """'"" nrll'l trM" J)S.cllll\1' o# 

J 104 lft•W.• ol lfllf'ICJO c ,.,rill IC'., lll ltard t,tlr'o pt"'anly 

lf191is" ~'ol21'1i. <ol N!1 coni• act valur•l. C'.mtn1111 ,.., .. , 

lltrW.I CII...O.,.nOOII.\<\ [11'11.1. 1renthlriii'IU(I!i._,)and 

Japane!o4l yen 11111.1. cnmpate:d to conttacls IOttht! '-Ale o1 

J!;04 m~llol> and tile puoche..e ol 'I 40 motlfCll'l of hYn•gn 

turr.-ncte\ 11 Orce mbrt )1 ~ 199~ 

UfWr..,lod geon., or lo\'-1!\ •elated to fotc:-tgn eontvt~~QC 

COI'I(tiCI\ 1110 reuxdaa"' tn('omr A\ tho nlar .. elvalufl nl ..._,,.. 

ronuacl' r~ 11u flltlll'lqly. trw r•"Y"'9 vttlufr o1 luu•tc,~n 

,'IChOflr,IC coniiiKI\ •Vfl'OJIInlltt'\ f'lllll .. t'C v ... ul! !tiC' ( a11y11'9 

value nl lout'9" eHhlngr coni<~~<" .. ,., nnt m•lo,.at at 

Lll!tf'm~t 31 . 11196 lllld 1 119~ er>d ,., on<lu<Jf'd "'Ollw• tUift'll1t 

lliJCtlllte\ NO CIVl IS <f'QWI'P.d 10 bf! tNf'IVc<l or ~11:1 IMI:h fC\pc!Cl 

In lluth ~- alld ltriiWI u.-u tna ••latoa t111o~" a•c,.,.,. 

Cllflltactt .,., wntood.!jl'IWifllly 111 "- '"'POfllvo malurtly 

Cl~r\ rOI' thto yr .. ,"'~ Or'o:em~r 11. lllllb 11i9!o lod 

'"'' ltmo warne• r...-09"'tr<l a I!> ,.,,.locon"' 911'".,· S20 molilor1 

"'!lft'W!\ end Ul '""linn"' I!>Ur\ rr•\pecl•vt'ly. and TW[ 

tC!CrtgiiiiPd" mrlhon rn t;llllfl,.. S 1 I mtllt(•fl In lo\w' •nd 120 

mtllton mlo'!.W''I.. ro,pnct..,flly. ctn lor ... qn oach11n9" conltatl\ . 

•hlctt .. ,.,,.or .,r ••P"C'••rttn be ,.,., by r ,.,.,,.,pondang 
aec:rea~t anO .,._,.,,.'lor.,. rt-.~<.tovclr "'thf' dull.llr value ol 

,,,,,,gn rutrl!'fiCy roy••- •nd "'""~e loe ll•ymcnt!.lhaC '·•ve 

bcnr 01 Me IIIIICipall'd to bf! raerv~<J In un11 from I he 'lift o1 

U ~ ropyrrghiM'J ptoour.t\ "Din.ll(l I'""' W•""'' reomllur~e' or 

"rt'omburwfJ b)' 1W( lor ronu..:t9a•n' end lo\"on\ rec.tiiCI to 

TWl \ IOif'o<jf' CtNrrnf'.y rlf'()\urr f Olotit,JII cunency COOIIri!CI!> 

ll'fl pii'ICc<l-h I --.tmb!!< nl m&JO' l"'illnt:llllln'\IIIUIIOI'I\ rn 

l)f' Clllr I() !ftfflflflllo Cti!KM rt\1< 

Ba!.f'd nn lhr IOO'PII!Jn "•cl>afl9'' contrfiC;I'o oul~anCIInljllll 

Ore~ l I. 11196 ,. eo: n ~ ~ Otnrlllueuon of u,. U S CIOIIer e\ 

c~pwed co I,. IGvol ctl for~n ••chango rei~\ lor '"''ei'ICMt\ 

U- COI'IIract II O....tmi>Ct ]I, 19!16 "'out.cl ffl .... ll Ill lpptiUI 

m.rety U 2 n1rllonn ol un•UII/ed lot '\at aod JS mrlhoro nl 

......,,11110<1 garn!. -IOtelljn eachiiOQO COI'IIIA<.I~ nv<Ji.,.•ng lor~n 
c..ut•enc7 uNtJ, ana p..ctw..,.,~ rto~ntvi'IJ coro .. e•~y. a !I~ 

IIJJPr<._..,. ol tne U S ~~ woulrl •11'\U• '" 'n "'rkln r1 
yryeellled GA'f'l IIIWS S!. .,. • ...,. ctl...,..,,..,, .. a lou.e~o. re'jpe!(: 

ln•oly AI Oei:Oftlbor l1. l ~96 ~ tl4 f ''"" Wll• :>~ s lnroogn 



e.cMn<,•• pu~cl'le~ conUKts 1'116MctS 10 TW( \lor~ currency 

"•P'•.,urc tto.~"C!'f _,., ,~.,d to tM '"" mtlltCIII ol ,., ...... ,.,,.,, 

l<l\••·'> or gltln\ ort loretgn e•c~ Wile ronHall\ Ttmr 

W~trllef •!lOki be """'~WIG by TW( or -oiAd rPtmbur\4' TWf 

re~pecltvely 101 ..,01-l!ly U ,..._. relatC'd 10 TWE ' 

lore19n currl'nc;y e1~e Cort!>t!ltet'l _,., ti'W' 1111,.,. nl llw 

economiC l'lc!d9G p.:o.tOIId b)' such fateqt r•rhallQI' cn,.r.x:l\. 

~ouCh u,..~a111ed CJII'"~ or losM\ would be olfW'I oy c. om· 
\pondtng dc!crouos 01 IIICr .. &e\. r~l,,..ly tn tho• r1ollar 

walur ol future 1011191 currency roy .. )' 81\d loc~n .. .-let! payiTW'nl\ 

tn•t wotAd be reocet..ec:t '" caVI -I'WIIhr cnsuonq tweiiiP IIWIII\h 

~nod fro"' ti'Mt !.e~ ol U S copy•oghU~d ptoduc" ab<61d 

11. I(OMf!IIIT" lllf08MAT"IO!III 

Torne Warnr.t c:&au•fle' •ts bu"IIC!\W!S orno fDUt '"'"''"'ne<KIII 
arou Ente<UIIIIIIIWtL c:ort"'lllllll ptiiiC.~pely ol tnlori!SI.S 111 

recorrJPd mu"IC and ftiU\1( pllbll\ht"9. tlllfted ..,.,.,.rtllllfttl'rll 

'*""''If' pt~odu< uon. t*"-\AOn b<OIIdca\Cww.l and thrmriJII'k' 

CabAe 'iC!tWflrh. COI'ISI~ piiA( •P4111y ol ................ f llt>o\r 

televiSIOn ptOCjrlmmtnlij.,., ~I\ lrM~CNt.c\ P~tr>q 

COf'I\OSllng ptW:tpelfJ ol-eo\" 1ft mi9AIIf"- pubiAVIIr>r,;j 

boc* ~~.,.,direct "'.,.,el"9: end Cablf> con'-"'•"11 
pflnCJpalty ol tntlttet&S 11'1 C.lble lriP"'\0011 \)'!>ll!nl'> A rna,or11y 

ol y,,.,e Warne<"' tnlllfOW.I 111 ftlmed c.ntNt.-.rvnl'rtC tc>6r•vl\oon 

p!00"1UCI1011. teleY...on b<oeckA~tn9 and 1M ... p&tlt.\ & po<I>Ot• 

oltU lft(OfC!\1\ 10 CebM! tole"'~' poy...-tliQ llto<l A RlllfO'IIy 

oltl!. c~le IC!kNIM)fl 1)'\CAtmS .,. n.IO bJ the ( ntena••.­
Gt~ I ne EriC~ (;toup 1\ not ronWlltdatcd In· 

f111onct11l rcpoo:llf'll,j p&#pot.eS 

lolormallon as 10 Ute operauons d ltmr w ........ , ••11:1 '"" 
[ot~l"ll (;r0t19111 Met~ bU<>•nt·-.~ ~f'l~ '' .,.., 

lortl'l beb1w Tl'lr apcr.ung res..«~ of Tlmt' Wwne< reftc-ct till:! 

.c QU•S.C~ of Summ( cfl~tt~ote n d Mity 1. 911!1 J( Bl COM 

clfectovo •• of Jul)' 6. lilt~. CVI ollet.t•,.. •~ ol J11o0....,y 4 , .. !Uo 

and TBS ofteclhiO n of O<tober 10. 11~116 TIP t>pt"'lhiiQ ,. • .,..II\ 

olthor f,.o•t.,_onl (;toup •rlloc.ttl'lrlormOIIOI\ olthl' fWl 

Adv•nc:o/.,eWftOUM P•rtt»tslup ctlrru..e as ol Aptlll 1811!> 

t.he decooloOIIGMoon ol Stx flags efler b~ u o1 J~ Zl 199!> 

8nrJ COOioOiidlll__. ol Pa<lltljort nlff'Ctlllll a\ rl July t. l'illll!> 

Tt.r opcwauog •o.ull n1 S•• Fl•lil' pot" w Jur"' ll 1 \lc:t!> .,,,. 

II'P'lflcd ~'l'lflltrly to IACIIIUtll' CClml)ll<8btlotty 

., 

•n•••lill ,_..,,., 
Pwhl'w"CJ 
Mu""C 

l able 1\:jiWCI'h • 11:1\ 

rwm~·dt,.I!Nitr>,...,. til<, 

( abtr 

...... ~··""-""' 
l~,yl 

[,._.,._,, Gr-p 

'~rtlf'tl ( .. ,., •. " ........ 
w.,,.... &o' 

'!.!• ''-'~' , ............ , 

Bineoc•-.. 
Ttl~! wa JW« ...... ~ 

I .,., .. N .. _,._ II ItO 

f .s ... 
...... ~ .. .,.~mt .... .., 
lttCIII 

o.-to&fiJIG IJICOMl 

, ........ ," 
p~ tn9 

........... 
Clltltt'll.'l'tiiiiO•. ' 

l~r.,..d(IW_l..,.,. Ill', 

C:IIOir 
l<IINV'9f"~ ,. ..... nM .. _.. 

Tntal 

fnt-le._,., Gr­

ftlt!IW\d'f"'ltttt.tll'\n••,. • 

"""'""'('Ito., 
><• flaV\ ,...,...,. Park\ 

Broe«•~ 

H .. we ,......,o,~ 
r .~lr N..,cwnrh HHO 

r., ... 
low 

' • , 1 f ' l 1'11 ' '4ll 
l 949 4 196 l 116 

bttO 

4!1!1 

rO()!j 111 

.... (lll ll:Q 

'10~ s 106J s 7 )il 

\ ~Mil ' !lOll 4 4114 

111 H1 

"' n 
I It) IIIII I \1) 

) I~ I )0i4 t t4l 

{48.111 1•101 11171 

5 10 Ml l i.l.29 5 I 1108 

418 ' 181 \ ]41 

Jti1 HI \f.b 

~'.l 

II 

1\ l~l 

~ 

' 1M s 117 s u:a 

7'>4 ' 

16tl 

214 

~' 

117 

HO 
l 1 OliO S 991 ' U7 

lJ ~ ~., ..... ....... - ... 411111r .... , ..... t.rd· .. a-.\ , ... ..., .. ,. •UIIIII" 

,.,..,.,...-' ..,... ~ ............ .......,..., "' fiW ...... I ......... ..,. " ... 

""'"' ~-' .... ~ • .,.., , ............... ~ ...... _, ,...,..., ...... ,..., Allv•4' 
...... ~ ... , { ..... ·- (lw e •• .....,.'"'' ........ r ---·~ ..-..u ... ,.. 
.......... ,,,. , ......... ,,., .. ~ .. ,WOlf • .,..,_ ..,.,...,fllo..rll'• 
•J.• n,..,<~•ill"""~' 



v-•l-d o..-- 11 - .... '"~ 
, ... ltlfofii..,IIOn ., CCI tlw' "'~" anc:l l.llf>llal expenditures ol --- -

DU'II(CIAJIOII Of PIIDPliiTY, 
To~ Wr#tWf and lhr [nlr<UI.,rncn4 G•~>t•P ·~liS follow\ 

l'lAIIf A•O (Q.UII"M[•T t.>o<-l·- ''""' 111195 1ttl4 

!~me Warner: 

Publo">IW\f;l \ 11 ~ 511 ' 41 AUfn 

Mu....: 111 9'> Ill> TiiN Wam•• 

Cable Nl!{'lofCf'll \ • T BS 20 l'ubilhil\0 s 1 ~18 s 1 ,~ 2 Oil 

r•me<~ £ ,.ll'Ut., nx:nc • T B s 2 Mu~ Hill I 8~8 I 617 

CaDle 123 l7 ClblcNetworh TllS I RftO 

- - ---- r ~me<! ( nlll'Utll'lmcnl TB~ l.J2 
lotal s 101 ' 111 ' lll 

c~ I}H l 81!> 

[nler~lnme"l Group! [ncertainmenc Group•• 5 814 ~. 134 ~. l'>O 

f ~rtlf'd ( ,.llfUton mNC , Co-porate"" 1 00~ 1.!120 1 681 

W"'rnct 8fO'\ s 161 ' 113 \ 16 lcoUIII \ )~ 064 sn 131 ,16.116 

S•• f18tjJ~ Thr~ Parh 10 !11 

Bto.!<JC II sttng 
(ntartaw-nt G•oup; 

llwl WB NUNMk 
f ~rre<l (nt IWUI••mrrll · 

Cllll:* NCI..,ork~ • HBO 21 18 14 Wli/0/:!r Bto-. \ 8 , 1 \ I 11111 111t4 

Cable 6111 46!1 340 
S.a Flag!i T,_ P<!tk'> 814 

--- - BtMdcl'>ltlVjl 
TOU11 s 101 ' 616 s 481 

I he VII~ Nr'IIOHJ(k 67 f,J 

CM~ie Nl!t'lofCf'k\ HliO ""' !U~ {Ill 

Y .... [-lDK...,_ll - ·- 111M .... Cal'ltc 10 21)2 9 842 11.30) 
-----
AMOIIH1Afi0N Of 

Ccwporat,... 11!10 1)1 1,1110 

UHA .. C.I.ll .A$$( f$"' lou.l s ~o:n S 1R 960 \ 18.1l91 

T.melill•rnet. 

P~!rs1Wl9 s 46 \ 36 $ l6 ill!-- _.. Gl~ 4'1WIIII.1 ,.,...,..... flfrW W•tW•I .,..,.4JJ"'IIiilf1f _.. 

Mu-..c 292 ;>H 168 
.,_, ~~ t11.A 10 .III"'I:J h(lm tM (,.........,..,.. Cllt:i.CJ 

Cabll' Nf'\...ark<o lBS 43 
111 Cllnlo!"•• .-VY(Jlllr ""•·'" '•"" ~.,.,.., ...a f/(fttiJ!I ,...,.,..,,.,..,., 

f~mcd [nlctt.lll'lmcrc. TBS 22 

Cable 211 611 - ---
TOUII s 681 I 371 s )()4 

Enteru.iNIMnt Group: 

r ~ITIIC'd E ,.<et1alfl men~ · 
W~~t~roor Bro~ s 11~ s 114 s 1 l~ 

Su filii)~ Thome Pertt5 11 •• 
Bti»CCC. <ollng 

I he WU Ne!wO<k 

C•Oic N"''IOO'h • HBO 6 

Cable 311 :1011 lOG 
TotAl s 436 s 444 s 411 

111 A,_.,..,_. .,..._.,,i,U a "'ftilj'l""'""' ,.,;,...,] 14 ,,... ,~,1-ICI" (II w•-
C{W~~~ ~ ~~, ... 1 ttt lMP (M ¥Q..-Uii.Jn cl ,,. ('IWII(JI•! ..-• .,_.-\f 
~~t~.C~ ... ....,....,..~C~iriM~.....,.. ("',-.!,...IIUl~'rAs (' •).-t l fJVJ ti'W 

«:~.c)ftto/Au.l.t ()a,AI/fiWI~IIIItl I:J".J~ •l'W•~IIO't'di'U<tt~td 
CVJ,. ,.,. .,., a-ltltp t .. -~ .. Cdr~~" ¥1"~- loi o, IIW 

Pf,IC.ft4J# I.Pwennt'1 

•• 



,....,, l.-1'111••: -bot< ] 1 _..l Ill!& '"" '"" ----
C.APIT A~ [liP£ liD IT 1111£.$ 

TlnwWarn...-; 

Pullll!>twlg s )6 1 )0 s ~ 

Mu!.IC 141 121 1011 

Cable N~work 5 - res J4 
F di'TICd E nte<1alllrncnc · T BS 2 
C;,t,lc 21!> !>6 

C.wpcvalr 12 1i , 
Tnt,.l s 411 ' 211 s ~~ 

[ntertai.wnenl Group: 

f" dmcd [ ni!'<V1.,11'1CIII · 

WII1HW"8t01. ' 340 ' 1i4 ' 3(1~ 

~~· FIIICJ .. Thnmr Park\ n u, 
EltMOc ll .. llnt,J 

l~ WU Nolwork 2 

Coble t..~w<wk~ HBO 19 lO 14 

C~ll!'' 1 3411 1 1113 118 

Corpcvalr l 2 
Iota I ~ 1 7111 ' 1.11!3 ' 1 llS 

I'J c~,..,. ("#ftt4M "'~" ... ~ ,~ ,.,., ltlr'OI.g" (:4~ ,.,., ..,. t~ttr 
tJ 5 .. l'.IIW1il11-'--,. ilit-fill.,_,. •> I!I'Jfi, JfjtJl 

~-"' !WS- tn•- _, IP!N /-.I IIW 1.1 S ,..tS/ ,..,_ 
,...._ ..... ~----""111!111116 

lnfOtmlltoOII ., 10 Tn war,.,.., "Opt't111110<>'• on doi/NI'OI 

~grapntc al arC!ar." as. folio,..., -·t_Drr<_ Jl ~ ·- '"' 1 ... --- - --
IU:VEiiU[$ 

Unted SUitt"''' $ 7 . !>61 ' !> 44' s 4.944 

(~ope 1,4114 1 !J~l 1,44!> 

P11nroc: Rom 697 17S 114 

Re~ cJ 'ilbtlr"' l11 .lfl 1!3 
lOU! I '10 06~ s 1017 • 7lll6 

Ope•allnt~ Income 

Ur1<1cd Suot : .. \ 1ll ' 4~7 494 

[!#ope 184 1!18 '08 
Pac•loc Rom 11 !II 14 

Rr-.t rl World l8 ?~ )I 

ln1a1 1166 s 691 s Ill 

fJil.,.. ,..,.., ''~ ..,,....,..4'fl....,.r,..,,......,.,.... ~~,.,. t,,.,~~ 
~-~ _,._,.,..,.~~, ......... .,f)l f./ tlf......., .. , .. J6 ,, -~~ 
_, IHS-11 611 _,.,_, ,,.. P'-....,.~-- ,__,_,_ 
~--~~~--

•• 

~*•- 11 ""''"'""~ 11J'J6 '", \1194 ---- - ---- -........ 
Unilc<l SUite s )1,999 ~ 19,301 '13.9&1 

E16~ , 886 l 1!17 1)11 

Pac.ofiC A-n 6112 626 6)6 

~c~ rJ Wbtld 487 4otl 402 

Taal S JHJf:i4 S22.1l1 $ 16 71& 

11. CO'-MifMINU ANO CONJIN(lUICIU 

Tolat •one e.tpOnv amo~ted to S1112 mol10n In 11196. 

$114 m~>100., 1i9!> and $1!>1 molhon 1n 1994 The morumum 

rental COfl'llnl!ment~ under none .. oxcllable long ·le<!lo opc<allng 

lntu.n' .,,. 111111 I'J!I ontlllotl, 11111111 '1 \(} mol••m Hlllll ~~()•, 

moll~t · 2·000 S 111., mtiiOn 2001 $1 &0 mll!l()ll 11nl1 allc1 

} 0()1 .$ 1 1 ~ 1 biii(IO 

M11;..,,..., comtnllm<!ni!o and g.,.,,.,tr.c\ under CIM'Ial<l 

p<oeJranwnng. l!ccl"r\I"Q. aru .. t~. at~r'\.lranrhor.t aoo Ollll!r 

M}I~!Tlonl'!. IQ9'1"91lrd ol~prnrUnlltely ll 8 boWm<lllll D•tcmbcr 

J1. 11196. wftcll IIIC payalllc-, prtr>C;IOI\Iy Ove!l II h.C•)11al pe<l()d 

Sucll amount!'. l1o notonctudo lhc l•me Wnrncr Gene:,. I Pn11n"' 

guarM~~ees d appm•~mau~:ly S S 4 btll1011 t r TWl debe 

POndlf19 lfl9i11 plO(;f'tl<ltOCJ' are ~~'tll'lllllly lomoC.O IO 

lllMJIIIOfltncoOcntalto the bol\lne~ .1'!> ol lnTie Wlltnef. ,u~ed 

dem~e!\ WI COilMCtO, """II c .. -.. action lawsuit., ana tho 

pond., •l'9alion """th the C•Cy' ol t.j- 'I'Otk and F o• Nc..-o, 

Ch""nrt rr HC"I rl'lal"'9 ro tne 11:1~ T<nno,.w:llon anclthfl 

Cllrri8QCI ol fNC on T1mc Wa•OO< Cablc''o Nr.101 YOtk C11y r.ablc! 

lfllcvlslon •~om In u-~ nprnoon ol men119'!mont tiM! ulltmate 

rc~oluuon ol tM!.c me ncr!< w111 not nnvc a mnlenl)l ctrcct "" 

the fu>encllll stai~!TK'f>l\ of T •me W•• ""' 



17. RfLATFO N•TY T.A .. SACTIOfiiS 

lfl tho- oiY•nlll r~N ol conduct1119 ,,_ bu"-v.l:'•, Tunr 

Wa11~r olln<l II.!> ~~s ai'ICI afft/IIJIC" n.w had variOU 

tran:.«IOOCI\ w1111 TWE end otllfor (nll!tUiirvlll!~ Gtdllp compa 

IlleS. genetelly on tefms resut~~ng lrOfft a nDgQCIIttonn Drtw«-n 

t~ ilflectod unots thM tn mane~·,- rr\UIII:s 111 rea \Oft 

~ elloe~oot>~ E~s cl TW( penk'*e on vetonu'> ,_ 

Warne< fflt'Oteal. stoclr. CICJCIOft ilftd othllf bencf1t '*"~ fOt wtiiCh 

lome Wetnr< chillgH TWE. C\ ~able \hate o1 plan eapM\O!'> 

IIICiudtng edm.,.s&rM- COSU lro addlta\. lwne Wtttt­

po~ TW( Willi c•Uin COIJI<II Ill• toupport tervltf'\ IOf *'"ell 

rt re-cl!t~ oll '"~an the amour. ol U9 million. S6• lftllllnn ntrt1 

$60 mlllcm rn 1996, 11116 and Ji~ll• . rrspt-cuvely Tho- corporet~t 

~uppott ~viC~ agreement e•p~~cs M June JO 11!17. 'obJC"C' 
10 the Obltqatlon o( boltt pett•s 10 M90!UUI'. rtl good IIIIth 

eny •••-.on ~eto 
T lfiC Will/rtl'f ·s CatMI: d111~ Nl\ m•IIIMJ"mr.nl -vll£r., 

~C!t!rncnt'> -n JW£. pulluM!t to *"'th TWf. men"9""· 01 

pi~" W!IIIIC~ 10, lN Catllf' INveloiOf'l \~\ O.rW'd by 

llfl'tt Willlt~r Such cabllr 1~\IOn \y\trms af§fl p.y TWf I no: 

lhr tf9"t IOCit/tyC .... t~ptf19J8fNIWI• povldeODy 

TW( ·, 11t:11e netwonrs 

T '"'' WIIIOOf ., f .. fntercamrnenc res Oo"•SCJn ha$ 

WlfiOuo ~e 119'eem..lll "" TW[ ~filmed £nt«t•lnmc!nt 

Warne< Bros dt..-. ~ 10 ~~~ TWE ·, f~ 

[l'ltettetnoftertl w.,.. 8lo& di1M~at~ ptCMde' crrtllin "'411'\11gt" 

"""" and dlsttltJUliOft ~es fot lime Warrr«' u..,ocncal. 

11'!«,_ ...c:l -.ell proo.KI ., ....,. as COt! ... 'M!nlli'"' 
lo t aGmr~CtMNt end lechnl(•l \\jppOt! 

hmc Wwne< s C.oie N .. WOth TB5 Gllo•s.oon ha~ lo<.rn~ 

~"monc,. _, TW£. pullouenllo which the cable netwno:k\ 

Ill! we «QUI'ed btoacleeSI fJV'WS to Crfretn '""' aod c~r-..on 

product In aCSc:hr.oon. Tima Wllflll.'r ·, Mu~lc dl•w.lnn piOY'IICII!\ 

l'oorne vldocXauett• dlslnDuloon -~<~• 10 cr••lftrrl TW[ 

C!pflfaliOnS II'ICI COt..-t TWE ~'!I place KIWCI11'Wf>Qin 

flle91l-S puDII\hed b)' TIIN 'NIIfl"'er '\ Publl\htr'9 GrVr~ 

Twne WarM~ llf'd TW( CI0'4H.-d ~o a Cr(!djl aQ'_.,."' 
1994 tnal.-low\ f-Warrte!t to DOtrow up to 1400 tnlllron llntro 

T W( I hi0U911 <)ep{C!IIIDff 1 ~ 1000 Out \tarldlf1!l tlo• "0W11>9 \ l tMI 

TW[ ~., ~crr\IIM LI80A...,., 1'11, ""'' D110Utn y,...., Wwrw!r 

DOUO'<IOC!O S400 mollo()n 10 199• w>Oer (IY' Cll'dll. Aq••~".,. 

,. 

111 addition co ''""'.vcw"" wtiJ• 1 W( ...c:1 Cllhllf 

lnll'tltllfWII~ f..•trUJl l nlnJIA"""" I lint' Warnrr he~ hlld 

t•enYCII<lns ••h the Columl.loe tloiiUP Cornpeny parCFK!rS.t.p!> 

C~N~mCrrc:a Thcatrr\. l P . CNnl.'dy PetiM<'I., l P . 51• f''-g\ ll"'d 

ntr- equcy rnvr.~teu ol ,_War,., 8fl(j 1M [l"'lerlAI._nt 

Gtoup. QefiOf•JJy wtlh re~opeCIIO Uit-\ ol plodUCIIC'IIha 

otdonery courw ol buWW!\\ 

11 AOOITIOIIIAL fiiiiAIIICIAL IIIIFOAMATIOIII 

At1dl110nall-r.-r~tllfllno:mMIIIfl w•h 11•\pr.cc to ca\11 ""-' 

,., 11\ lotluwn 

•-•t-o-..,..,., H ,.,.....,..) ... . .. ~ 
Ce..tl ~J""'!ft\ macllt 

---- - 1114 

IUIIrlll'lt'\( 
' 1139 s 1'>~9 l H~ 

Ce\oh p.~•~ mfl<1t' 

lOr ln((Wne II) II'\ ]8/ lOl 
l&a r~«f ar.trobuhoor~ 

reccrv«f lrom fW[ 1 15 b80 

lrocCWTW' 1a1 rcfuoo\ •rc f'OW'd 44 14 

kronu\11 dl~·nrJ, 111 

Ouri11Qihfo ~~~,. ~ndod O«r11oor )1, l!lllr.. 11111~ ••od 
1!194, Tlmr. W11rnrr tf'lllllr<J Sl4/ 111tll1011. U!lfnllllorraod 

)II' 

115 

~ 

S 119 ffiAQn I~"J)«Uvefy, lrotn the MC~IIl8b011 ol recetYible!> 

'-onr•• .. .,....~IIIIQ .,-u'ltl .. \ln 1 te6 llll'iuOPd In&! $6 2 blllroo1 

KqUI\IIIOn cl TB!o llrtd lhr $90<1 n•.., ecquiSIUOn ol CVI.-. 

f'I('-'Qe fOI CApelli \lnclr INot~ n Honceu. lf'lllr'!.tlng end 

fu....vtng .CIIYI'IIC' In 1M~ ""kHJrd INI S1 • ~ acqut~JOns 

cl KBLCOM llf'd Surnm01 ttl CIC~ for Cep!tal '!.COCir !Not~ 21. 

tnr. S 1 l6 blllrnn IJCQUI!IIIOn of ITOCHU's aod TO!Ihlba's lntetii\IS 

In TW[ In IICI'IItn<JC lot cept•l SIOCit 11'11 I 10 ""*on In CIYr 

(Null! lllnd tile S1 I WI""' rf'OI'mplrnn nl Trme w.,,..,., 
Rrvt Nnii!'S 1n I'IChangt> for «MI'ef debl ~CIIItlc!o {Not~ 61 

Oth~r cu<r,.,..tlrebrhh~\ COO \ l\t c1 

0.:-ll .... _ , .. '"" Accrur .. tlp!!I'IW'!. 
. --·-

' 1,4 , 0 ' tU 
Accrucod Cllmp('ri'VIIII)II l~l ) }7 

N CtUC'd lOCO""' ( ,\If''> Il l 1 7] 

~''r<:l ,, tl't'rlUr.'- 241 •• 
foi AI s 1.0110 '1 .~66 



Report of Manage11ent 

T~ kC>Cim~ Consdldetl'fllitWU'ICIM SUI~ment\ hav~ ~n 

pleperecl b)' lfllneg_.. ~ COFIIOI'mtty WIUI ~~I lilly ACU•ptc(l 

KCOYMII'w;J PI~~. lind ~oualll}' onclude \Otne amnw'll' 

11\81 ate tHiwcl Oft lft6~1C ·, bo\1 esllmace\ ard JUd'ilmr,..' 
Time W.,net melnlains • sy!llelll oltntornal accounun9 

coouols ~to ptowtdc tnal!egOI"ent With ro..~nao&c 

n~ance &1\M as~oets are s.alf19".,0t!C2 agaon~ lo,!> hom unau· 
cnomlld use or di~pos.tUOII. ana tl\81 uanYCtJOns ate uecutect 

on ac.cOta&nc:c w.th man~ement's IIUlhortZafoCollanc:l rccat~ 

P'<JIPt!"IJ The concept d r-ble n-•I'Ce ts Dol~ on tne 

recogrwt_.II\M IM CO!II Q#a ~y.Yem ollntllt'NII C01'11JOI ~10 

no! crcPC<lt~ ~~fits acrt~ and that IN! cvaiUI)IJOn oltt."l/oor 

factor!> rcquorn etotlftlatn and J~S by mi11119Cm(!IM 

f ur1he1. bee: au~ ollflfll!ret~ llml\at•nru'" any ~y)terw~ nf ontetnal 

.ceo~''-» control ~lor\ 01 arrt•c;julotlloc~ m•J nccUJ 11nCI no4 br 

dct«lec:l Neve111"14:le<os -naqcmem beh~vc~ ti'IM 11 11191'1 k'vt-t 

olontrrMI conuol " m810181111!d by T tmr wemct tllrollljjn ti'W' 

~IC!cloOn *"'! uatn~ng 01 qualoflt!'CJ pet~o!YM!I. the t-.. tablo'\hmcnl 

and comrnu~~&:atiOn olaccount~n911nd buS.I'lt''!.'!> poi.C:r'!.. end 

''~ ontel~leudte ptogram 

Tl'le AuOol COO">mltll'f' nf lhr Boatel ol OtiC:CIOI\ COO">po'«'d 

~ololy of diiKtor• wm lUI! 1101 rrnpiOyr-e\ nl I ~t~~e Warn<'!. 

-" pefiOdtcallr •rth man11gnmn,. atld IM\h l11no Warn11r ~ 
tnCerno~l.udaol'\ 11rd ~,.1.,,. lludlO<~ to tl'VIl'W mt~ncr \ 

relalll'w;) 10 11'111 qually ~ lrnanc•al '"1>0"•"9 llnc:ltnternal 

accoii\CJ"'j control. ard thor Nllurn raton! l!lnd ro'\Uft' nl tllrtr 

eud•U 1-W•·~·,. ontNnl!lleuulllor~ ard lrdCpc"ndl'nl 

.eudtCOrs ha'tl' It('(' iiCCCS\ In 1/M' Audot CrvnmtnM 

c.t ••~o .. l, .• , .. 
(ltllf'_tt_J 

,,_!II (•.,. ..,_ c>*••·r 

••c_.o ' ... sst u 
s.-nt Vc• P~-•-•r 
.. a Cftfllf ,rnat'IC,., o, .. ..., 

••c••a.•o o ,. •• ,()IIIII 
1•1e•'\ld•nt 

Report of lndependen• Auditors 

H•(. eGA.OOI DIAI'ClOAS AIIO SHA.(HOl_DI.al 

Tl!ll( • .IUIII£a· IIIC 

~ 1\ave IIUdlleellhc 8CC~I1)'1"9 CI)II'!.O~d.MC!d bAIMICO '-liM'\ 

of lime W.,,., Inc CTtmC" Wat,..r')a~ o1 Ot!<:tlftltw'r l1 t~!J6 

•lnO 199!1 . ....a tt,e '""'leO cnnsobdaf~ \lalcmcmh nl npett 

IIOfl!o, U'-'1"""" 111\d ~· arehoidl'f~ ~ ... )'lOt UCh olthc tfliH 

ye..,, ... HI'Iel)e<'IOd~Or<:cmDef J1. li96 Thor~loi\AncrAI 

SIMementS arr the fi'Spnti'>ID~oly ol T 11111" Wll'l>f"' \ miiMijjCI1telll 

Out•espon~blllty" to e•pre'l\ 11111 optnonto on IIW-'4' ltn~tnc:oal 

~to!rc~· 0.\('(1 on nur IIIXJ<I' 

We COftGueled OUJ 11udt1 .. on atcora.,n~c ·~n Cj'll~t<AIIy 

.lCccpU!Ciaudo4.nc;J .. cancJI)td\ ''lo\C' ~ananrd" rl'qw.rc: that 

-plan anCI ~lor"' tne audlttn n1:1111111 rea'!.onalllc "~"uran£r 

11booli whether 1M Nlncoet -.tlllt"tn(!nl., atr lr~ r.f mntcrhlll 

"""~tetcment Ana~ll tnCiuCic~ exemtntnq. on a t~'>l ba!.l\, 

rwodcnc.c ~\lng 11'111 amo~s and di'-CioSure~ tn the 

hnancoel t&M_.,t~ An •~ lll'loO •ncludn ISS.CSS~ the 

ll 

Kt~ll'\j ptlnCiples u1.C!d and soqrotoc.ant .-~umall'\ m-'<le 

by"'~·~· ., wd •~ ~waluelltwj the nvCfeil ltnanc:tolll 

~lltHimotll pte\C!ntatonn W.. t>C"II(' .. il! ll'wl our 41o<lfl• ptO,.•dr. 

1 rl!a\oneeote ba'!.oS lor oo• oponoon 

lo OUJ ~. the ftnanc1al stacome,.rs relorrect to abovt' 

pro•,.-nl fl!lll)'. 111 al rnatr.ro111 re\pc"(IS IN consolidated lorwtrl( oat 

Pl•'>•toon ol Tome War~r at OCJct•mt>r< )1. 1gg(, nnd 199~, on<) 

ll>c!' CC>Il\Qiodal<"d ll' .. uA~ ol1l'1 C>pc!t/IIIOn~ and rts Ca~ll flOWS lor 

ra<l'l ohlle ltvl'e yrar'!. on thor ptorl()(l endt'<1 Oa:etnDef 31. 199& 

'" cnnlo•,.,tly woth gcmernly a<tcpted ace C>IJilWrq P<•nc•ple., 

~.~, 
- rort ,/J. 'lbtt I 
, __ ,I! !'I'll 



Selected Financiallafor•ation 
Tilt' "'elrc!N:Jionancial inlormatW)Il lor C!Kh olt...., 11...., ,..,., .. II'\ 

tho pt·••od l'ltclo<l OM~ ll. IIIQti '>d IIlith below ha" br<•n 

Cleflve'd /10m ariCI ~be teed In ConJUflCIIOfllMih tho I•IOIIUill 

s.t.M~5 ~other r....-.c .. llniOimeuotl ptnentl'd r.lo.ewhofe 

hei'C~n Capolaltll'd tmm" are n dcfned and oe~••bed 1t1 wen 

coo~odatl'd lonencloll l.llltlflftiOnt!.. 01 ets.o.whorcl twwe;n Tho 

W!locled hostot~eel (enat~eial .nl'orma.:IOI'I lot ell penocls altCH 

1992 reflf'ct"> tne oec~ of tne En~&rtelflmcnl Group. 

ptiOCip..Uw rwr. «t..c:u.e J.,_rw 1. Hllll 

T~ W!k'<:ll'd twwoncelllfWtlt,.. .ni'Ofmelonn lot 111116 

refkl'ct~ (Ill the ~~~• al llppOIImlltlly 1 7) 4 mllhon \tulle~ 

ol common \tnck end U.. au~mpunn n1 apptoiiiT\lltoly S1 8 
bolhon oiii>Ocblodnl!u Ill CCIIY>eCUOO wllh ll'c! T BS ltiiO'>IICIIon 

!bl U'le ,.,~~ncl' ol 1 6 fNIIIotl thato5 olSen~!"> M UC1'1Afl9CIItll<" 

prCl!'H«l 'l.llxk lvlwii'IIQ at'l IOCJ'OQIIIP hqUICiiiiiOfl prPIPfNIU' ol 

J 1 & bmiOil ond the! uw ol8pp' oun&tr.ly $ 1 '> ~ b•lhoo nl rlf'l 

proc~·d'> thclclrorn LO •IH1uce debe lind (c)(JI thr '""Oollncc 111' 

& l molloon ~harc5 ol conweruto~e prr.lcm!<J s.tocl< hllllln(jl nn 

899'C'9111f~ loquodauon ptefetl'nce ol Ifill million 11nl1 2 9 m•lloon 

V>a•r., ol common s.tock and /ll)lhe 1115'\Umphon 01 oocurrC'OCr ol 

lljlptOUtutleiJ 11 billion nllftlirobi<Hir-t~u. 10 cno,_-uon 'Mih 111" 

IK CJU''!o•inn ol C VI Tr. \t!lo!< I• ·tl hl\101' II' Ill h<Uint l11lmloo rn~thc "' 

lm 1 ~II !I re~l s (II)'""' n.w.nc o nl 2 5I l mriiOil \lvlre~ ol 

con~ pt"'ened \lock hiiY'"'il ItO aggrt."(,jAU! llqUidllh"" 

pteferl!nl:e ol 12 926 billion and 2 & mc•10n .,harr., ol common 

Mock and lbl the auornph<_., or 10<:urrcoce olapprounaloly S 1 ) 

billion ollrdoDtadnen In COillM>Cioon •••ilth l•ltho IK qu<WO:<>n\ 

of KBLCOM and Summrl and (yJtht! "•rhanc;~t:~ hy To~tuba no<:l 

ITOCHU olthot-or dO'<!< I "lid ,ncluNtrn\1!11.,.,1'> 111 TWf Tht! 

~led ho-.!OIICIII lonant ... o.• 0ormatoon lot 11l1U ff'I\('CU 11\e 

I\5UIIft(lll ol M 1 billion ollonq 1,.. rn drbl lln<:llhn tn.e of HOO 

molloon ol Clllh and eqiJivalrnt\ lnr lhn r•rhllllQf' 01' rl!(l!'rnplvlll 

ol ptlllflf•tld Moe I< hiiY""~ an "9Cl'CIJ"'Il" lcqulda!rnn ptnlrrrnr r> 

of S6 • bilLIOn Thr .. rlr<'IN:I 1'11110f0( alllflA•.( 1111111101 m11Uon 

lnr 111111 •!!fiN I'. thr r .,..,,~~lalr'>to oi IWI un Junr lO. lll'lJ 

lind 11~\l)( >a~rd •rlonano ~\. II'IU 11 .. ll(quo\llrn'l or thr 

18 I'll. mii'IOIII)' 111\('((' ... Ill ... rr ... nl JunP 1D 199~ uo;onq ""' 

pure,...,.,.. mc.ottr<l<l ol a< r fMHlllll'J lur lu"otW•\\ r n1111mo.ot10n' 

Pf'l'l" { nft"'M"IH~ ...,.,,. .nmfM.U'It" Mid ..,..,,.r.,(1C" (ommon "twu...,.., 

ho1•e l:Joe.t!n re.,. ~tied to 91""' rill-<. t t•olllo' lnur lor OOP c nmrnon 

\lOCk \oP* U\M OCC Ul'll!(l 01"1 So.ptl!'..,bt>f 10. I 1111~ 



..... , ..... o.-11 ......... .._,. .... _ .. 

lelecled o.,.,., ... . llete-..t lnl-.t'-t 

Aevci'IUl!S , 

Ocp<I!ClOUon .tn(J INIOUlllmn 

Bu.,.ncu 109~111 .. MIIIIIQ lncomr."' 
E~y., poUia•ncome rA [n&eneo~nl Group 

'"'"'HI tnd other. nee 
InCome Jusslbefor" eau-caw-y 11em 

NC( 1f1Corne !los,,- •. 

N<"'loU applocltble 1D C:OitWftOn ~·~ 
[ahcr pelerr~'CI dr.lldllrd\1 

Pe( Sl'latC ol C O"'ON)n ~I DC II, 

NC( lo,~ .. 

OIVIOI'OCh 

.lvt'r11ge C(WYVI100 'llwn 

~lect•d 8•1enc:• S....l lniW_I_, 

lnVM.IniAll '• on Ollld WNUII~ dlo.M' W Nl(J 

'",.., llll1'11lllf'IN'n Croup 
lcula!.wU 
Oc:o. OUe ,,,.,,.,on. .,.,. 
Long ·le<"m dCtJc 

Bor•~ ~,a l~ur• ~ocl. OJ.I'II()II p.ooc .. ch 
Comparty•obligec.ed !Nindatorl) redlt'IMtl6e prl!ttr'r., 

'>C t.t11or~ ol ~S hoidonq ~ ~CioriMO!d 

'""'""···"'~In'· ol""' C<'wnpen}'"" 
S.Wc" hll uc:lww,j tt ,..._,.,I.., •oca • • 
Sft•l'~·...-,. 
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Quarterly financiallnforllation(.-·-· 
,.,..._.,.. f'.,,., ....... """" .. ........ " 

I<'JUiif ~ -..--O,..N'~! ....... ·- .... nf_... ~--.c-ol .,...,.,....,~ ..... 
.._,. __ 

ll0\\1 .... ... "-oo-.,_, ,,..,..,...~ ,.._. ,.r__. (t)fft,.,.,_~ c-,,..to"'llf't £..""'"""' c--.ooc• 
a...- - ~· r..........., , "'\.I ,.,....., .. ._.- ...... .,_., . ..,. l""' 

, ..... 
1111 .. . \lOY ' 110 s ~~~ ' (ll(lt ' 11$31 ' Cll\11 ' 000 )Ql 7 '4!1 \/4 'l' 114 
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